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Foreword 


The Canadian Censuses constitute a rich source of information about in- 
ividuals and their families, extending over many years. The census data are used 
‘idely but it has proved to be worthwhile in Canada, as in some other countries, 
) supplement census statistical reports with analytical monographs on a number 
F selected topics. The 1931 Census was the basis of several valuable monographs 
ut, for various reasons, it was impossible to follow this precedent with a similar 
togramme until 1961. Moreover, the 1961 Census had two novel features. In the 
rst place, it provided much new and more detailed data, particularly in such 
elds as income, internal migration and fertility, and secondly, the use of an 
ectronic computer made possible a great variety of tabulations on which more 
>netrating analytical studies could be based. 


The purpose of the 1961 Census Monograph Programme is to provide a 
toad analysis of social and economic phenomena in Canada. Although the 
onographs concentrate on the results of the 1961 Census, they are supplemented 
7 data from previous censuses and by statistical material from other sources. The 
resent Study examines the income distribution in Canada. In addition, mono- 
aphs will be published on marketing, agriculture, fertility, urban development, 
bour force, immigration, and internal migration. 


I should like to express my appreciation to the universities that have made 
possible for members of their staff to contribute to this Programme, to authors 
ithin the Dominion Bureau of Statistics who have put forth extra effort in 
eparing their studies, and to a number of other members of DBS staff who have 
ven assistance. The Census Monograph Programme is considered desirable not 
tly because the analysis by the authors throws light on particular topics but also 
‘cause it provides insight into the adequacy of existing data and guidance in 
anning the content and tabulation programmes of future censuses. Valuable help 
designing the Programme was received from a committee of Government of- 
‘lals and university professors. In addition, thanks are extended to the various 
aders, experts in their fields, whose comments were of considerable assistance 
the authors. 


Although the monographs have been prepared at the request of and pub- 
ed by the Dominion Bureau of Statistics, responsibility for the analyses and 


mclusions is that of the individual authors. 
Natta € Aut fit 


DOMINION STATISTICIAN. 
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Preface 


This study is based upon published and unpublished income data collected 
on the 1961 Census of Canada and the Surveys of Consumer Finances for selected 

years. Although responsibility for the contents is that of the author, the mono- 
graph could not have been completed without the assistance of many people. 


Mr. Herman Miller of the U.S. Bureau of the Census kindly agreed to read 
the manuscript and provided many helpful suggestions as to revisions. Colleagues 
at D.B.S., especially on the Consumer Finance Research Staff, assisted in many 
_ways. Mrs. G. Oja, Chief of Research and Surveys, by carefully going through 
drafts of the manuscript, caught many fallacies in reasoning and errors in the 
data. Mr. B. Mazikins prepared the estimates of the private returns to investment 
in education. Mrs. L. Doddridge, Mrs. G. Dolan and Mr. W. Murphy prepared 
all the statistical tables and carried out the many calculations needed while 
Mrs. A. Watters miraculously produced a finished manuscript from the many 
illegible drafts submitted to her for typing. Mr. John Moran and the staff of the 
Population Sample Section of the Census Division assisted by looking after the 
production of the special tabulations required from the Census. 


Any errors or omissions in the report are, of course, the responsibility of 
the author. 


Jenny R. Podoluk, 
Co-ordinator, 

Consumer Finance Research, 
Dominion Bureau of Statistics. 


| March 1968. 
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Chapter One 


INTRODUCTION 


1. DEVELOPMENT OF INCOME STATISTICS 


This is one of a series of monographs to be released as special studies of 
statistical data collected in the 1961 Census of Canada and on other surveys con- 
ducted by the Dominion Bureau of Statistics. This study undertakes to analyze 
various aspects of the income size distribution in Canada. The distribution of 


income by size usually measures how many or what proportion of persons or 


families have incomes of different sizes, for example, under $1,000, $2,000 to 


$3,000 and so forth or, in summary, how aggregate income is divided and the 


share of different groups in this division. 


Different analytic needs require different approaches to investigations of 


the income distribution. Interest focuses mainly on two areas: first, how income 


| 


originates and how it is diffused through the population and, secondly, what 


tecipients do with their incomes — for example, how income influences consumer 


to spending and saving. It is usually the individual who has a claim to income 
because of labour force participation or through ownership of assets or because of 


some personal characteristic such as age. Thus, any study of the means by which 
income is diffused throughout the population and of the casual factors in the 


_inequality of income, the study of individuals, their sources of income and their 
characteristics must be the starting point — that is, investigations into the 


determinants of the amount of income received must be carried out largely through 


_the analysis of the income sources of the individual which can be considered the 


end result of the process of the distribution of income. Part of this study is devoted 


to such an analysis. 


The family is usually the decision-making unit in respect to the disposition 
of income and is a more appropriate unit for the study of causal factors which 
may influence consumer decisions than is the individual. It is also the more ap- 
propriate unit for studies of the welfare of the population or for the exploration 
of problems such as poverty. The combined financial resources of the family unit, 
‘rather than the income of individual family members, determine the level of 
living which can be achieved by the family. Some sections of this monograph are, 
therefore, devoted to the analysis of the family income distribution and the inter- 
‘telationship between individual and family incomes. 


| 
| 
| 


Concern with the distribution of income among the population has along 
historical background. The earliest attention to the subject of income distributions 
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resulted from a concern with relative economic welfare. The industrial revolution 
of the 18th and 19th centuries led to substantial increases in the aggregate wealth 
and income of society. Despite this, large segments of the population did not 
share in the economic progress that came from technological change. Much of the 
early attention centred on attempts to estimate the size and characteristics of the 
population living in poverty. For example, one of the empirical studies which had 
the objective of examining poverty was carried out in the United Kingdom at the 
end of the 19th century.’ This study had a substantial influence on subsequent 
research in North America as well as in Great Britain. 


The 20th century, especially the recent decades, has been characterized in 
many of the more developed countries by important gains in real income and 
improvements in the level of living of the populations. Despite this, the interest 
in the relative distribution of income is even greater than in earlier times and 
the uses to which income statistics are being put have multiplied considerably. 


Although the needs for statistics on income distributions are of long 
standing in Canada, as in other countries, such statistics as exist are usually of 
very recent origin. For Canada, comprehensive estimates are only for the postwar 
years. The explanation as to why development of data has taken so long lies 
partially in the fact that, although Canada came into existence as a nation in 1867, 
the systematic development of statistics began only with the setting up of the 
Dominion Bureau of Statistics in 1918. 


It has been suggested that the path of progress in the collection of sta- 
tistical data in the economic field is from population to production and production 
to distribution. A natural beginning is the collection of census data on the qual- 
itative aspects of population — people as the substance of the nation and, in fact, 
population statistics were among the first statistics to be collected in what is now 
Canada. The first census of New France took place in the 17th century and the 
present program of decennial censuses was started in 1851, well before Confedera- 
tion and nearly seventy years before the setting up of a central statistical agency. 
After developing an inventory of the population and its characteristics, the next 
logical step in the development of statistical data is to proceed to ascertain what 
the population produces and, finally, turn attention to the distribution of the 
result of economic activity among individuals or families. 


Certainly Canadian statistical development has followed this pattern — sta- 
tistics on industrial and agricultural production data along with data on trade 
followed the development of population data. Not until the 1930s were attempts 
made to produce global estimates of national income for a series of years, in 


1The study B. Seebohm Rowntree described in Poverty: A Study of Town Life 
(London: Thomas Nelson and Sons, no date) was carried out in 1899, 
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connection with the work of the Rowell-Sirois Commission.” The annual publi- 

cation of data on the gross national product and on aggregate personal income did 

not begin until the 1940s while research on the distribution of income by size 
was initiated a few years later.” The collection of income statistics through periodic 
sample surveys of households was started only in 1952 and a number of surveys 
"were carried out between 1952 and 1961.” In 1961 the scope of the 1961 Census 
of Canada was expanded to collect income data from a 20 per cent sample of 
- non-farm households. 


Although consistent statistics on the income distribution are available only 
_ for the period following 1951, in fact, the need for some information in this area 
was recognized in the early stages of Canadian statistical development. The 1901 
Decennial Census of Canada collected earnings data from wage-earners and these 
Statistics were published in 1907 in a bulletin entitled Wage-Earners by Occupation. 
Although this report did not show the distribution of earnings by size, it pub- 
lished statistics on average earnings by sex and occupation. Since 1901, statistics 
on wages and salaries have been collected on each decennial census although much 
of the very early material was not published; further, changes in concepts and 
classifications used make it difficult to compare data from census to census, except 
in very general terms. 


Another source of limited income information in the inter-war years was 
_ income-tax statistics. The first income taxes were imposed in Canada in 1917 and 
in the early 1920s annual publication commenced of statistics on the number of 
taxpayers by level of taxable income, by region and so forth. During the decades 
before the Second World War exemption levels were high enough to exempt most 
_ of the income-receiving population from paying income taxes. As an example, in 
_ 1938 out of a labour force consisting of 4,500,000 persons, the number of persons 

paying taxes was only 337,000. The outbreak of the Second World War led to the 
_ imposition of income taxes on lower levels of income for the financing of the war 
effort. At the same time, incomes began rising substantially. As a result, an in- 
| creasing proportion of the working population began to file tax returns. Since the 
end of the war, incomes have continued to rise while exemption levels have re- 
mained unchanged for over a decade. The majority of the income-receiving pop- 
ulation now files income-tax returns annually and these statistics are another 
source of information on aspects of the income distribution. These data have 
been used to evaluate the quality of income data collected through surveys and 
to estimate tax incidence by income level. The tax structure is such that the 


2 These estimates were prepared by D.C. MacGregor et al and published by the Royal 
Commission on Dominion-Provincial Relations as Appendix 4, National Income (Ottawa: 
| King’s Printer, 1939). 


3Although official annual publication of national income estimates did not start until the 
| 1940s, estimates were prepared for the years 1926 on. 


4Income data were collected in conjunction with the 1948 Family Expenditures Survey but 
) the concepts are not consistent with later surveys. 
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statistics provide only data on individual incomes by selected characteristics such 
as sex and age and not on family incomes. 


The different statistical series are discussed in detail in the appendices and 
their interrelationships are outlined. Because, until recent years, only limited data 
existed and because the 1961 Census was the first census to ask comprehensive 
questions on income, this study has had to draw on a number of the sources out- 
lined above, in addition to the census, for statistical material. For example, most 
of the analysis of changes in the income distribution for the decade preceding 1961 
must be based upon an examination of survey data. 


2. FRAMEWORK FOR ANALYSIS 


As already indicated, income statistics have a multiplicity of uses and are 
required for many purposes and since it is not possible to explore in a single 
volume all possible facets of income statistics, this study is restricted to a description 
of selected broad features of the Canadian income distribution. 


The focus is on two series of income statistics: those of individuals and — 
those of family units. Chapter Three consists of an examination of the income dis- 
tribution of the adult population — the sources of such income and the factors in- _ 
fluencing such income. The most important source of income or the main deter- 
minant of income levels is income from employment and Chapter Four examines — 
labour force participation and the characteristics that affect the level of earnings — 
such as occupation, age and education. Education is possibly the most significant | 
variable that influences earnings and Chapter Five considers the relationship | 
between private investment in education and the returns to education. 


Many individuals in receipt of incomes are not heads of families but sec- 
ondary contributors to family income, for example, working wives. The inter- : 
relationships between individual incomes and family incomes. are explored in 
Chapter Six and some of the characteristics of the family-income distribution and ; 
the family-income cycle examined. The factors influencing regional differentials ; 
in both individual and family incomes are discussed in Chapter Seven. 


The problem of poverty and its causes is a chronic one, even in Canada 
which has one of the highest income levels in the world. Chapter Eight discusses — 
the statistical problems in defining poverty and focuses on those characteristics of 
the low-income population that may be attributes of poverty. It is well recognized 
that there is a strong correlation between age and low income and Chapter Nine | 
provides a detailed analysis of the incomes of the aged who constitute an important _ 
segment of the low-income population. | 


Chapters Ten and Eleven are devoted to several special aspects of the income | 
distribution: changes in the income distribution in the 1950s, income inequality in 
Canada and the role of government policy in redistributing incomes. The Ap- | 
pendices to the monograph include explanations of concepts and methodology, 

| 
4 | 
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valuation of census and survey data and discuss the relationships and compar- 
bility of various official income series. 


The problems of defining income, measuring it and interpreting the data 
vill be discussed in some detail in the relevant chapters. In all chapters, the income 
listribution is analyzed primarily in terms of the distribution of gross cash income 
vefore deductions for taxes from sources such as wages and salaries, pensions and 
avestments. In a market economy such as that of Canada, money income is the 
aost significant indicator of the probable level of well-being of the population; 
jut it must be recognized that cash income should not necessarily be equated with 
zal income or what has been termed “economic” income. The importance of 
on-money income as compared to cash income varies from period to period and 
he form in which non-money income is received has changed as the economy has 
aatured from a predominantly rural agricultural economy to an urbanized in- 
ustrial one. In a rural economy home production as, for example, of food, fuel 
nd clothing and payment of wages in kind may be important means by which 
ssential commodities are obtained by the family. In an urbanized economy cash 
ayments received in return for services or labour are used to purchase goods 
nrough the open market. However, goods and services obtained privately may be 
upplemented by perquisites or fringe benefits provided in conjunction with 
mployment, for example, through the use of a company car, the provision of 
tee medical care, stock options or expense accounts. The implications of the 
icome concepts for the measurement of income inequality, income change 
arough time and income differentials between groups are discussed more fully 
1 subsequent chapters such as Chapter Ten. 


The shape of any income distribution is obviously influenced by the way 
1 which aggregate income is shown to be dispersed throughout the population. 
he two main income distributions studied in this monograph — that of individuals 
ad that of families — can be designated as general purpose distributions; for some 
urposes, such as studies of changes in income equality through time, other types 
f income distributions may be more meaningful. Chapters Three, Nine and Eleven 
ouch upon the importance of the income recipient unit used in interpreting 
icome differentials and changes. 


The incomes analyzed in this report are the incomes received over the pre- 
ous twelve-month period or the most current income. For many individuals and 
imilies the most recent annual income may be an unsatisfactory indicator of what 
as been termed the “permanent” income. Incomes usually change as the life 
ycle of the individual or family changes with the lowest income levels prevailing 
mong the youngest and the oldest age groups. As a result some segments of the 
opulation are experiencing rising incomes while others may be on a declining 
scome curve. Furthermore, the shorter the time period the more likely it is that the 
vel of income may be affected by transitory factors such as illness or unemploy- 
sent. Income data for a longer period than one year are required to investigate 
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the normal levels of income. This problem will also be commented upon in more 
detail in subsequent chapters such as Chapter Eight. 


For income comparisons through time, current dollar incomes cannot, in 
themselves, be used to determine movements in real incomes through time as 
changes in price levels may balance shifts in income levels. Ideally, for temporal 
comparisons, income distributions should be deflated to take out price effects. 
The deflation of income distributions presents considerable problems because only 
rarely are appropriate price indices available for deflation purposes and the sta- 
tistician usually has to fall back on the use of whatever indices are readily avail- 
able. Chapter Ten discusses the statistical difficulties of measuring real-income 
change and income movements during the decade preceding the 1961 Census i in 
constant dollars as well as current dollars, using the consumer price index as a 
deflator. 


Differences in levels of income between regions and between countries 
present equal difficulties of interpretation because of differences in the demo- 
graphic characteristics of the population (such as family size), the age distribution 
of the population, differences in price levels or differences in consumption pat: 
terns. As Chapter Seven shows, regional differences in income levels are accom: 
panied by regional differences in family size and in population characteristics. In 
drawing conclusions as to the real-income differentials existing between regions 
account must be taken of the variations in other characteristics. 


For comparative purposes, incomes have been standardized on a number of 
characteristics such as the rural-urban population distribution. Some of the regional 
income differentials can be explained by regional differences in such characteristics 
but not all of them. Other factors such as the productivity of the labour force and 
the industrial structure, and the more limited national resources may also result in 
income differences. The monograph can only examine some of the population 
characteristics which affect the level of incomes. | 


In examining long-run income trends statisticians are confronted with the 
fact that the composition or characteristics of the unit of measurement may have 
changed in such a way as to complicate the interpretation of income-trend data. 
For example, through time the composition of family units may undergo change 
Improved economic conditions in the postwar years have led to an undoubling of 
related generations so that a higher proportion of the aged maintained separate 
residences in 1961 than in 1951. This means that in earlier periods younger gen- 
erations assumed greater responsibilities for the care of the elderly than in present 
times. Such changes in living arrangements affect the conclusions which can be 
drawn as to income trends for the different age groups. The implications of these 
changes are discussed in Chapters Nine and Ten. 


| 


The purpose of this monograph is to draw a broad picture of some of the 
more significant features of the Canadian income distributions from the data which 
have accumulated since 1951 and from the data collected on the 1961 Census of 


FRAMEWORK FOR ANALYSIS 


Canada. In many cases the statistics available are not comprehensive enough to 

allow for the analysis of the varied problems which research workers would like to 
study in order to arrive at a better understanding of the Canadian income structure. 
Frequently the statistics available raise questions which cannot be answered with 
the kind of statistics that have been developed. Also, time did not permit an 
analysis of all income data that was collected on the census or surveys. It was 

originally intended to include in this monograph some analysis of the incomes and 

other characteristics of the postwar immigrants, to carry out some comparisons of 
the Canadian and American income distributions, to examine the housing of 
Canadian families by income level and to use other sources of data to examine the 
| characteristics of the farm population. Although it was not possible to carry out 
| this analysis in the monograph, future studies may be undertaken on some of these 
subjects. In the further development of programs for the collection and analysis of 
income data attention will be given to filling in some of the gaps which were 
evident in the data and to expanding the analytical material with a view to making 
| possible more intensive studies of income characteristics and trends. 
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Chapter Two 


SUMMARY OF CONCLUSIONS 


1. INDIVIDUAL INCOMES 


Incomes in 1961 were very widely distributed with nearly three quarters of 
the population aged 15 and over in receipt of an income; however, these ratios 
differed for men and women. Among men, the only group having a significant 
proportion without incomes were young males in the age group 15 to 24; these 
would be largely students still dependent upon their parents. In all other age 
groups; 97 to 99 per cent of males had cash incomes from some source. Somewhat 
over half of women had incomes exclusive of family allowances. The lower 
incidence of income recipients is explained by the fact that 84 per cent of women 
without incomes were married and thus did not work or own income-producing 
assets. 


Incomes of women were substantially lower than those of men; median 


' incomes were less than one third of those of males and average incomes were less 


than one half. For both sexes, earnings from employment as a wage or salary 
earner, from the operation of a business or from a professional practice, were the 
most important source of income, with various types of government transfer 


| payments ranking next in importance. Income from income-yielding investments 


i] 


' such as stocks or bonds tended to be a secondary income receipt for most income 
| recipients, although women were more likely to receive this as a main source than 
| were men. 


A strong correlation existed between income and age among the male 


population; low-income recipients were predominantly concentrated in the 
youngest and oldest age groups. The highest average incomes were reported by 


males in the middle age groups who had probably reached their peak earnings 


level. The relationship between age and income was less positive among women. 


The majority of women recipients were secondary contributors to family income 


and only a minority supported themselves or their families. This was especially the 


| 


2. EARNINGS OF THE LABOUR FORCE 


t 


case for those between 25 and 54 years of age, many of whom might have had only 
_apart-time attachment to the labour force. 


, The amounts of income that can be earned from employment as a wage or 
jsalary earner or in operating a business or professional practice through labour 
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force participation are the most important determinants of the income levels of 
the adult income-receiving population. The disparities between male and female 
incomes, evident among all income recipients, persist even when comparisons are 
restricted to members of the labour force. The average income from employment 
of the female labour force was still less than half of the average earnings reported 
by the male labour force. The data suggest that the two most important factors in 
census data which explain these variations in earnings are the differences in the 
number of weeks worked during the year and the differences in the occupational 
structure. Women have adopted a different lifetime working cycle from men while, 
even when working, the labour force attachment of much of the female labour 
force is weaker than that of men. The female labour force was concentrated in a 
much more limited number of occupations than was the male labour force. A 
smaller proportion of women occupied managerial positions or pursued those 
occupations, such as law and medicine, which rank at the top of the earnings 
structure. 


Earnings by age showed little variation for the female labour force but were 
significant for males. In occupations requiring education and training, on-the-job 
experience acquired through the working years helped to raise earnings. This 
discontinuous work history of much of the female labour force might be such that, 
for equivalent age groups, the female labour force was less experienced than the 
male labour force and hence experience did not operate to raise female earnings to © 
the same extent as for males. Although some age-earnings variations were evident ) 
between age groups for the female labour force when earnings were examined by 
level of schooling, they were less pronounced than for the male labour force. | 


Another factor that may result in inequality of earnings for male and 
female workers where other characteristics such as occupation, age and experience 
are similar is discrimination in respect to wage rates or salaries. Statistics on wage | 
rates suggest that many industries traditionally have had lower rates of pay for 
women workers doing work equivalent to male workers. Although in some) 
provinces there is legislation against such wage discrimination in practice it is 
difficult to eliminate. No statistical data exist on the extent to which earnings are | 
affected by differential pay scales. 


A ranking of male occupations by size of average annual earnings shows | 
that occupations in the lowest deciles were characterized by limited education and. 
substantial inequality probably resulting from insecurity of employment in these) 
occupations and erratic employment patterns. These occupations consisted primari- 
ly of labourers, occupations in the service trades and production workers in jobs 
requiring little skill. Above-average levels of schooling were characteristic of the 
occupations that constituted the top deciles; most of these occupations were in 
the professional or managerial categories. Occupations in the top decile were also. 
characterized by very substantial inequality of earnings, because of the wide range 
of earnings that were possible in such occupations. The occupations showing) 
the most marked differentials in earnings by age were those occupations that 
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required higher levels of schooling. Education appeared to be the most important 
explanation of inter-occupation and inter-age differences in earnings. 


3. PRIVATE RETURNS TO EDUCATION 


In recent years economists have turned their attention to the role of 
“human capital” in economic development as distinct from physical capital and 
have attempted to measure the investment in human capital, the social and private 
returns to such investments and the contribution of such investment to economic 
growth. Human capital has been defined as the amount of education embodied in 
the population or the labour force. Several approaches have been used to measure 
quantitatively the effect on incomes of investment in education; for example, by 
the estimation of lifetime income streams by levels of education and the rate of 
return realized from such investments. The different estimates indicate that the 
more highly educated the worker the higher the income streams received, although 
the relative differentials are dependent upon the assumptions made about 
discounting and costs. For Canada, estimates of the private returns to completion 
of secondary school suggest that in 1961 the gross before tax return was about 16 
per cent while the return to a university degree was about 20 per cent. This 
appears to be the reverse of American experience where estimates suggested that 
higher rates of return occurred for high school graduation than for university 
graduation. A higher education was a scarcer attribute in Canada and this might be 
a factor in higher returns. 


4. STRUCTURE OF FAMILY INCOME 


| Many individuals with incomes are wives, children or other relatives of family 
heads so that many families are not solely dependent upon the income of the 
head; in the year preceding the Census only 43 per cent of families contained only 
one income recipient. In approximately 37 per cent of families, wives had their own 
incomes while in one fifth of families unmarried children were also contributors to 
family income. There is evidence to suggest that in recent years wives have replaced 
unmarried children as the most important secondary contributors to family income. 
This has resulted from the growing employment of married women, the lengthening 
of the years of schooling for children, and the drop in the age at which children 
leave home to marry. Extensive labour force participation of married women, 
except during the wartime period, is a recent phenomena in Canada. An examination 
of the characteristics of working wives suggests that participation is higher in 
families where there are no pre-school-age children and is higher where husbands’ 
2arnings are low. 


Of all non-farm husband-wife families, approximately 25 per cent had wives 
who worked during the year. Families with working wives had average incomes of 
$6,400 in contrast to an average income of $5,700 for families where the wife did 
aot work. However, if wives had not worked, incomes in these families would have 
deen lower than those of other families; on average, wives earned $1,600. 
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Although the contributions of wives and children to family income have a 
significant effect on the level of family income, as might be expected, this effect 
was more pronounced at some stages of the family life cycle than at others. In very 
young families, with heads under 25 years of age, wives tended to continue 
working immediately after marriage; somewhat over half of these families had two 
or more persons in receipt of an income. During those years when families have very 
young children, where heads of families were between 25 and 44 years of age, 
labour force participation of wives declined and families were largely dependent 
upon the earnings of the head. As children reach school age, wives re-enter the 
labour force and when the head reaches middle age, children also become important 
as additional contributors to family income. Among families with heads aged 25 to. 
34, approximately 61 per cent were dependent upon one income as against only 32) 
per cent where heads were aged 45 to 54. It was in this latter age group that the 
highest levels of family income were attained, an average of $6,800 in contrast to 
an average income of $4,400 among families whose heads were under 25 years of 


age. 

Although the financial contributions of wives and children do much to 
improve the income position of families, the head of the family is still usually the, 
most important contributor to family income even in families with three or more) 
income recipients. Variations in family income were thus correlated with the 
characteristics of the head as well as with the number of persons in receipt of. 
income. Family incomes were lower for families whose heads were in occupations 
with low earnings, for example, service occupations, labourers and fishermen and) 
were lower for families whose heads had limited education than for families 


whose heads had a higher education. 


5. REGIONAL DISTRIBUTION OF INCOME 


| 
| 
A characteristic of the Canadian economy is the existence of substantial 
regional disparities in economic and demographic characteristics such as the level of 
income, extent and persistence of unemployment and the educational level of the’ 
population. The factors creating regional income differentials are complex and 
varied — the industrial structure, the availability of natural resources, the age 
structure of the population, the productivity, skills and education of the labour 


force and many more. 


i 


A grouping of provinces by levels of income would rank together Ontario, 
British Columbia and Alberta as the wealthiest areas; and the second group would, 
consist of Quebec, Manitoba and Saskatchewan; the lowest levels of income! 
exist in the Atlantic Provinces. . 


Not only were incomes in 1961 lower in the Atlantic Provinces but greater, 
internal inequality of income existed between rural and urban incomes within the. 
region. In all provinces, incomes in rural areas were substantially lower than those 
in urban areas but internal differentials were greater in the poorer provinces than. 


in the more prosperous ones. As a result, interprovincial differences in urban 
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incomes were not as pronounced as in rural incomes. Along with greater intra- 
_ provincial income inequality, the less well-to-do provinces had much higher 

proportions of their population resident in rural areas. At the same time, their 

populations had an age distribution containing greater concentrations of persons 
in the dependent non-working age groups and labour forces with lower levels of 

education. The occupational composition of the labour force was more heavily 
_ weighted with jobs in which earnings were low. The difference in the allocation of 
population between rural and urban residence is important in explaining income 
differentials between the Atlantic Provinces and Saskatchewan as compared with 
Ontario, while lower levels of education for the labour force in the Atlantic 
Provinces and Quebec as compared with Ontario also appears to explain some of 
the interprovincial differentials between these provinces. 


| Family income differentials interprovincially were very similar in 1961 to 
_ the male income differentials although family characteristics differed in a number 
_ of respects. Married women had much higher participation rates in Ontario and 
the western provinces than in Quebec and the Atlantic Provinces. However, 
' average family size was larger in the eastern provinces so that, although wives were 
less likely to work, children were more likely to be contributors to family income 
so that, on balance, differences in the number of income recipients were not a 
factor in explaining family income variations. 


6. LOW INCOME AND POVERTY 


A concern with poverty, its characteristics and its implications for economic 
_and social policy motivated much of the early research on the income and 
consumption patterns of families and households. In attempting to define 
| poverty, statisticians are concerned with the development of objective criteria 
' which can be used to delineate the size and characteristics of the population in 
\ poverty. The level of income is usually considered to be the most significant 
characteristic that may identify poverty or substandard levels of living. It is 
recognized that income, in itself, is an unsatisfactory indicator and the most 
| popular approach to measuring poverty statistically is to develop minimum 
| budget requirements for families with differing characteristics and then to determine 
what proportions of family units have incomes insufficient to meet the esti- 
mated budget needs. The standards embodied in budgets are usually subjective 
ones that are very much influenced by prevailing levels of income and, as a 
| result, standards tend to change as income levels within the country change. Each 
period of time then has a concept of poverty which is conditioned by contemporary 
circumstances and which usually differs from concepts of earlier periods. 


In economies with high and rising levels of real income, such as Canada and 
| the United States, poverty to an increasing extent is becoming associated with 
- specific groups rather than a characteristic widely associated with all segments of 

) the population; in modern times it has tended to become concentrated among the 
non-working population. If, for example, heads are female, heads are not in the 
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labour force or heads are aged 65 and over, the probability of poverty is well above 
average. A combination of these characteristics increases the probability of 
poverty. 

No official criterion of poverty has, as yet, been adopted in Canada as data 
are not available from which to estimate budget requirements embodying different 
levels of living requirements, especially minimum requirements. For purposes of 
this monograph, a low-income definition rather than a poverty definition was 
adopted, based upon a combination of family size and income ranging from $2,500 
for a family of two to a family income below $4,000 for a family of five or more. 
Urban family expenditures data suggest that at such income levels most income 
must be allocated to the basic necessities such as food and shelter, leaving little or 
no discretionary income available to the family. 


Under this definition, the proportion of persons not in families who had low 


incomes was over 50 per cent while the proportion of families with the selected _ 


characteristics was 25 per cent. In total, these family units contained nearly 27 per 
cent of the non-farm population. 


The proportion of families with low incomes was very high when the 
following characteristics were present: no member of the family worked during the 
year, the family resided in a rural area and/or in the Atlantic Provinces, the head of 
the family was aged 65-.and over, the head of the family was a woman, the head of 
the family was outside the labour force, the head of the family had no education 


beyond the elementary level. The sex and age of the head were the most 


important characteristics correlated with low incomes; approximately 43 per cent 
of all low-income families had female heads or male heads aged 55 and over. 
Some 53 per cent of all families with incomes below $3,000 had heads with these 
characteristics. 


7. INCOMES OF THE AGED 


As has already been indicated, age and non-labour force participation are — 


probably the most important characteristics associated with low income. Of the 
aged, the most acute income problems appeared to exist among the elderly 
population not in families, the widowed or not married. This was especially the 
case with women although those who never married appeared to be somewhat 
better off than widows, possibly because the former was the segment most likely 
to be working or to have worked. The majority of women aged 65 and over who 
were no longer married lived with relatives and the assistance of relatives was ob- 


viously the most important reason why the numbers of aged living alone on very low | 


incomes was not substantially larger in 1961 than it was. This suggests that 
much concealed poverty existed among the elderly which was not evident in the 
statistics because the elderly were shown as part of a related family group. However, 
the statistical data suggest that, relatively, this was not as significant in 1961 as in 


1951 and that improved economic conditions have led to a considerable : 


undoubling of generations over the decade. 
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Married couples were rarely doubled-up with younger generations in 1961; 
in nearly all cases married couples managed to maintain their own home and their 
income position appeared to be generally more satisfactory than that of persons 
not in families. Where husbands were still present they usually had higher incomes 
than women, while in many families wives also qualified for pensions in their own 
right. Further, one third of families still had other relatives present such as 
unmarried children who were able to provide financial assistance. 


Families whose heads worked or who had working members had higher 
levels of income than families with no working members. However, the proportion 
of elderly males working beyond the age of 65 has been declining in recent decades 
so that relatively fewer families in the older age groups have working heads than in 
earlier decades. Families with no one working were especially dependent upon old 
age pensions and other government payments for their main source of income. In 
1961 the majority of the population aged 70 and over received over half thei 
incomes from government pensions; this was as true for married couples as for 
persons not in families. However, government transfer payments accounted for 
less than half of the aggregate income receipts. The increasing dependence of the 
older population upon government assistance rather than earnings from employ- 
ment was probably the major reason why older families shared less in real income 
growth during the 1950s than did younger families. Higher transfer payments 
possibly replaced earnings rather than supplemented them. 


8. CHANGES IN THE INCOME DISTRIBUTION 


Statistics on the income distribution of families are available only for 1951 
and subsequent years; prior to 1961 these statistics were based upon sample data 
collected from household surveys. In the period prior to 1951, census statistics on 
wages and salaries collected from 1901 in conjunction with the decennial censuses 
were the only historical series available for the study of income trends in this 
century. 


Because of the fluctuations of prices in the inter-war period and the steady 
rise in prices which started with the Second World War, comparisons of incomes in 
current dollars are not indicative of changes in real incomes intercensally and 
adjustments for price changes converting the statistics into constant dollars are 
necessary to measure real income change. Census data on earnings suggest that real 
earnings rose during the 1920s and in 1931, despite the depression, real earnings 
appeared to be higher than in 1921. These gains were probably wiped out in the 
next few years although the recovery associated with the war raised real wages and 
salaries in 1941 relative to 1931. However, little change occurred in earnings when 
expressed in current dollars; the rise in real incomes was attributable to lower 
prices in the 1930s than in the early 1920s. 


A continuous rise in real incomes began in the 1940s and, with only minor 
pauses, appears to have persisted until 1961. The greatest changes in incomes over 
the decades appeared to have occurred between 1951 and 1961. The two decades 
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preceding 1961 were characterized by major changes in the structure of the labour 
force with a sharp decline in the proportion employed in primary occupations such 
as agriculture and forestry and a substantial rise in ‘white collar’ employment and 
employment in the service industries. This was accompanied by an increase in the 
educational attainment of the labour force and a very rapid urbanization of the 
population. 


Between 1951 and 1961, average family income in current dollars rose by 
some 50 per cent; when converted to a constant dollar basis, the rise in real 
incomes was, on average, about one third. This rise in income levels was accompanied 
by visible improvements in the level of living — improvements in life expectancy, 
better housing accommodation, and better household facilities through large 
investments in consumer durables. 


Although real-income growth was quite pervasive, not all types of families 
shared in it equally. Families who depended upon earned incomes and younger 
families experienced greater increases than did families in older age groups or 
families dependent upon investments, pensions and transfer payments. The 
youngest families were the greatest beneficiaries of the upward movement in real 
incomes. 


9. INCOME INEQUALITY 


Little data exist with respect to income inequality in the pre-war as contrasted 
with the postwar period. It can be hypothesized that trends in the economy before 
the war were such that they would result in an equalizing of incomes, although 
it is possible that if greater inequality existed in the pre-war period it may 
partially have been a reflection of a much higher rate of unemployment in the 
1930s as compared with postwar years. 


Between 1951 and 1961, little change occurred in the shares of money 
income received by each quintile of families. There has been a change in the 
composition of families in the bottom and top quintiles. For all family units, 
older families constituted a larger proportion of the lowest quintile in 1961 than 


in 1951 while a larger proportion of the incomes of the bottom quintile originated | 


in transfer payments and a lower proportion in earned inconie. Thus, the non- 
working population dependent upon transfer payments was a more important 


segment of the lowest quintile in 1961. The greater relative increases in incomes of | 


young families meant that the higher quintiles tended to consist of younger 
family units in 1961 than in 1951. 


Between 1951 and 1961, transfer payments increased in importance as a 
source of income; in 1951, 5.2 per cent of family income came from transfer 
payments and by 1961 this proportion was 6.6 per cent. At the same time, 
personal income taxes also rose as a percentage of total money income. If the 


inequality of incomes is measured for disposable or after-tax income rather than | 
gross income, direct income taxes appear to have only a modest effect on — 
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reducing income inequality. In 1961 a larger proportion of income taxes was 
paid by middle income groups than in 1951. There appeared to be little change 
between 1951 and 1961 as to the income levels which marked family units who 
were net beneficiaries of cash redistribution from those who were not. In LOST: 
cash transfer-payments receipts exceeded direct income taxes paid for family units 
with incomes below $4,000; in 1961 the point of redistribution appeared to be an 
income between $4,000 and $4,500. 
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Chapter Three 


INCOMES OF INDIVIDUALS 


1. CHARACTERISTICS OF INCOME RECIPIENTS 


In the year preceding the Census of June 1, 1961, of the 10,100,000 persons 
aged 15 and over in the non-farm population, 7,300,000 or 72 per cent reported 
receipts of money income and 2,800,000 persons or 28 per cent reported no in- 
come. That is, nearly three quarters of the adult population had incomes, one 
quarter did not. This chapter explores the characteristics of income recipients 
as against non-income recipients, the sources of income accruing to income re- 
cipients and some of the factors that appear to influence the amount of income 
received. 


Table 3.1 presents the distribution of the population aged 15 and over, 


_ the income-receiving population and the non-income-receiving population, by sex 


and by age groups. 


The 1961 Census of Canada was the first Canadian census to obtain sta- 
tistics on the total income receipts of individuals and families. The income data 


"were collected for a 20 per cent sample of non-farm households; all persons aged 


15 and over resident in these households were asked to report on the amount and 


_ sources of income received for the year preceding the census. Income data were 


not secured for the farm population nor for the population resident in collective 
households and institutions. All census income statistics analyzed in this report are 


thus for the non-farm population only. A fuller explanation of the enumerator 


procedures and concepts may be found in Appendix A. 


Although the total population aged 15 years and over was almost equally 
divided between males and females. the majority of income receivers were male 
and the majority of non-income recipients were females. 


Although women were slightly more than one half of the population, they 
constituted only 37 per cent of the income-receiving group but 87 per cent of those 
who reported no income. The proportion of the male population not in receipt of 
an income was small. Only seven per cent of males reported no income and most 


of these were in the youngest age group that contains those 15 to 24 years of 


age, many of whom were still attending educational institutions. This was the 
only age group containing any significant proportion of non-income recipients 
among the male population. The percentage of persons with income, by sex and 
age, is shown in Table 3.3. 
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CHARACTERISTICS OF INCOME RECIPIENTS 


TABLE 3.2 — Percentage Distribution of Population Aged 15 and Over, 
Income Recipients and Non-recipients, by Sex, Year Ended May 31, 1961 


Item Females Total 

DiC: p.c. 
Population aged 15 and over 50.7 100.0 
ANCOINe TECIPiontSiar- esheets as cletes os aera 37.0 100.0 
INONETECIDICNIUS Merwe stat cteleeiate« Gocls «ede lernicls ie 86.8 100.0 


SOURCE: DBS, 1961 Census of Canada, Vol. IV, Incomes of Individuals (Cat. No. 98-501), 
Table AS. 


Somewhat over one half of women reported incomes, with the highest 
proportion of income receivers occurring among those aged 65 and over and the 
second highest proportion among those aged 15 to 24. The payment of old age 
pensions to all persons 70 and over would account for the high incidence of 
income recipients in the older age brackets. The majority of women aged 15 to 24 
with incomes would be primarily single women entering the labour force after 
completion of their education and working prior to marriage. 


TABLE 3.3 — Percentage of Population with Incomes, by Sex and Age, 
Year Ended May 31, 1961 


Age group | Males Females 

P:C; DCs 

MM te Sacre cn eerite tele atin soya, set ssaud 70.7 54.6 
OS 2k FA a ES Se OA aa 98.7 41.7 
3S) = CC eee claps Sees mnie eee Be 99,2 44.5 
Bee Sas Ae ee es ed Ss 98.7 51.1 
MOM sect sas) ss eivtelladsdeehoye stared cto 96.6 52.0 
‘OID 0G: 6 SNORE CREE ORI Sen aeRO ema 98.0 86.8 
Totals, age 15 andover ......... 92.6 52.8 


SOURCE: DBS, 1961 Census of Canada, Vol. IV, Incomes of Individuals (Cat. No. 
98-501), Table AS. 


Married women are classified as income recipients only if they received in- 
come from sources other than family allowance payments. These payments were 
for analytic purposes, added to the other income receipts of the husband where 
he was present in the family. At the time of the census somewhat over 2,500,000 
families were in receipt of family allowances, one third of the payments were for 
amounts of less than $100 and 80 per cent for amounts less than $250 per annum. 
If family allowances had not been redistributed to the husband, the number of 


_ women income recipients would probably have been higher by at least 1,500,000 
_ income recipients and the proportion of women with incomes possibly as high as 
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three quarters. It is likely that transferring family allowances from wives’ to hus- 
bands’ incomes affected the estimated number of male income recipients to only 
a very minor degree, if at all. The change in treatment seemed necessary to 
simplify the analysis of male-female income differentials. 


The following sections explore in more detail the characteristics of income 
recipients, their sources of income and some of the factors that may affect the 
amount of income received. 


INCOME DISTRIBUTION BY SEX 


Not only was the proportion of women with incomes in 1961 lower among 
the adult population, but the incomes received by women were substantially lower. 
Although women constituted 37 per cent of income recipients they received only 
20 per cent of total income. The relative income distribution by size of income is 
shown in Table 3.4. 


As Chart 3.1 shows, both the male and female income distributions are not 
symmetrical or normal distributions. The male income distributions is bimodal 
with a peaking of incomes in the intervals under $1,000 and between $3,000 and 
$4,000, while the female income distribution is a highly skewed one. Although the 
modal income group for women (that containing the greatest number) was $500 
to $999, the proportion with incomes below $500 was only slightly lower. For 
males the humping of incomes in the income groups under $1,000 results from the 
concentration in this income bracket of males in the age groups 15 to 24 and 65 
and over. The modal income group for the youngest males was under $500 while 
for males aged 65 and over the greatest concentration occurred in the income group 
$500 to $999. Although among women the youngest and oldest age groups also 
formed a substantial part of the lowest income group, age itself does not account for 
the preponderance of low income among women. The relationship between age 
and income is discussed in a later section of this chapter. 


The average incomes of female income recipients were somewhat over 
40 per cent of the average reported by male recipients and median incomes were 
approximately one third. More than half of all women with incomes reported in- 
comes of less than $1,500 and only 10 per cent received more than $3,500. In 
contrast, only 20 per cent of men had incomes of less than $1,500 and half had 
incomes above $3,500. One quarter of males had incomes above $5,000 but only 
three per cent of women were in this income bracket. 


SOURCES OF INCOME 


Money income as reported in the 1961 Census originated primarily from 
three basic sources — income that was received from current or previous employ- 
ment or from the operation of a business, income that was derived from the 
ownership of physical or financial assets such as land or buildings, bonds, corporate 
stocks and so forth and, finally, income received from government social security | 
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SOURCES OF INCOME 


TABLE 3.4 — Distribution of Income Recipients, by Size of Income and 
by Sex, Year Ended May 31, 1961 


Income group 


| 


tmunder $500......... 
s 500-3 999... 
1,000 — 1,499.... 
nFS500)— 915999 2 
2,000 — 2,499.... 
2.500— 2,999... 
3,000 — 3,499.... 
3,900'— 3;999.. =: 
4,000— 4,499.... 
4,500 — 4,999... 
$§,000 — 5,999.... 
6,000— 9,999.... 
10,000 and over .... 
MOCAIS ers oc .c as eH 8 


Average income . 
Median income 


266,038 
392,170 
276,685 
255,441 
309,174 
319,115 
445,275 
412,032 
431,437 
SLOLTZ 
479,902 
521,468 
180,135 


4,608,044 


611,495 22.6 877,533 12.0 
642,350 23.8 | 1,034,520 14.1 
312,909 11.6 589,594 8.1 
251,834 os 507,275 6.9 
257,081 95 566,255 eh 
185,444 6.9 504,559 6.9 
170,684 6.3 615,959 8.4 
95,185 3c 507,217 6.9 
59,360 2:2 490,797 6.7 
BES SPs 122 351,164 4.8 
36,794 1.4 516,696 Tal 
36,465 13 557,933 7.6 
12,200 192,335 2.6 
2,703,793 100.0 | 7,311,837 100.0 


3,999 
3,551 


1,651 
1,155 


SOURCE: DBS, 1961 Census of Canada, Vol. IV, Incomes of Individuals (Cat. No. 


98-501), Table Al. 


TABLE 3.5 — Distribution of Aggregate |ncome by Income Group and by Sex of Income 
Recipient, Year Ended May 31, 1961 


Income group 


munder$500 ...,... »» « 
me 500—$ 999... 
1,000—- 1,499... 
1,500 — 1,999... 
2000 — 2,499 ... 
2,500 — 2,999 . 
3,000 — 3,499 ... 
3,500 — 3,999 ... 
4,000-— 4,499... 
4,500 — 4,999 ... 
5,000 — 5,999 ... 
6,000 — 9,999... 


10,000 and over 


$000,000 


179 0.8 
737 3.2 
712 3.1 
869 3.8 

1,253 5.5 

1,365 6.0 

1,975 8.7 

1,882 8.3 

2,063 9.0 

1,656 7.3 

2,777 13.2 

4,046 

3,288 


22,802 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-525) Bull. 


SX-11. 
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CHART 3.1 


PERCENTAGE DISTRIBUTION OF INCOME RECIPIENTS BY SIZE OF INCOME 
BY AGE AND BY SEX, YEAR ENDED MAY 31, I961 


PER CENT MALES ha 


10,600 
AND OVER 
DOLLARS 
FEMALES 


10,000 
AND OVER 


Source: Table 3.4 DOLLARS 
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or welfare plans such as old age and veterans’ pensions, unemployment insurance or 
family allowance payments. 


Employment was the most significant source of income for the population, 
both male and female, although it was somewhat more important for the male 
population. In total, 88 per cent of all income reported was income associated 
with employment as a paid worker or from the operation of a business or a pro- 
| fessional practice, slightly over six per cent consisted of government transfer 
payments, and somewhat under five per cent was income derived from the owner- 
| ship of assets or investment. The remainder, just under one per cent, consisted of 
miscellaneous income sources. Table 3.6 summarizes the amount and sources of 

_ income for each sex and in total. 


TABLE 3.6 — Sources of Income, by Sex of Income Recipient, 
Year Ended May 31, 1961 


Total receipts Per cent of total 
Source $’000,000 receipts 


Males | Females | Total Males | Females} Total 


Income from employment — 


Wages and salaries ...... 13,984 | 3,182 | 17,166 76.1 22 75.3 
Militaryipaye. a sider. tes 312 2 314 1.7 -- 1.4 
Net income from business 
OMPTAClICC met ska ncur sme Digi. 221 2,393 11.8 5.0 10.5 
axetirement pensions ....... 206 54 260 tel 1.2 1.1 
Investment income — 
Bond and bank interest 
and: dividendss -9-- en. - < 301 209 $10 1.6 4.7 Dp) 
Other investment income. . . 356 215 Sil 1.9 4.9 25 
_ Government transfer payments — 
Family allowances ...... 417 21 438 2.3 0.5 1.9 
Oldiage pensions... «.. 2... . 234 265 499 1&3 6.0 WP? 
Other government payments 329 169 498 1.8 3.8 Py) 
__ Miscellaneous income. ...... 719 YP 151 0.4 1.6 0.7 
POtals:5 gerne. os Eocene 18,390 | 4,410 | 22,800 100.0 100.0 | 100.0 


1 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-525) Bull. 
| SX-11. Table 2. 


Of the income associated with employment, 75.3 per cent came from wages 
and salaries, 1.4 per cent from military pay, 10.5 per cent from a business or 
| professional practice and 1.1 per cent from retirement pensions received by persons 
- as a result of previous employment. 


Second in relative importance after income from employment were govern- 
“ment transfer payments of various types. The most important components of 
| government payments were family allowances, old age assistance and old age 
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pension payments; these represented approximately two thirds of all government 
payments reported. The remaining government payments consisted of veterans’ | 
pensions, veterans’ allowances, pensions to widows and dependants of veterans, — 
unemployment insurance benefits, workmen’s compensation, cash relief payments, — 
mothers’ allowances, and pensions to the blind and disabled. Several of these | 
schemes, such as mothers’ allowances, were payable only to women but the major- | 
ity, such as veterans’ pensions, went largely or entirely to the male population. Of — 
the transfer payments other than family allowances, 56 per cent were paid to | 
males. As mentioned, family allowance receipts are, for analytical purposes, allo-— 
cated to the male parent. 


Income from investments was less important in the income distribution than | 
either earned income or government transfer payments. Not only was investment | 
income a smaller proportion of total income, it was also less likely to be the main | 
income component for income recipients. For the male population especially, | 
investment income was usually a secondary source of income. Approximately one | 
fifth of male income recipients reported receipts of investment income but only 
two per cent reported investment income as their major source of income, while | 
some eight per cent of male income recipients reported government transfer pay- | 
ments as their major income source. Investment income was a more important 
element in the incomes of women, approximately 11 per cent of whom reported | 
investment income as their major source of income. This was still much lower than | 
the proportion for whom transfer payments were the main income component, 
approximately 19 per cent. 

CHART 3.2 


COMPOSITION OF INDIVIDUAL INCOMES BY INCOME LEVEL 
YEAR ENDED MAY 31, I|961 


PER CENT PER CENT 
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Investments are usually acquired through savings out of past income or 
through inheritances and bequests. For the majority of persons with investment — 


income it is probable that the most common means of acquisition has been savings 
out of current incomes. No data exist on the sources of savings in Canada but a 
recent study for the United States indicates that income recipients with incomes 
above $10,000 accumulated three quarters of their assets by savings out of income 


and only one quarter through inheritances or bequests.’ It is unlikely that 
Canadian patterns of asset acquisition are any different. As Table 3.7 indicates, | 


most investors report relatively modest receipts of investment income. Few income 
recipients had substantial amounts of income from investments and few of the 
income recipients in the higher income brackets had incomes originating largely 
from investments. Of the 192,000 persons with incomes above $10,000, only 
12,000 derived their income mainly from investments although the majority of 
this income group had investment income.” However, among higher income groups 
a larger proportion reported receipts of investments; one third of all investment 
income accrued to persons with incomes of $10,000 or more. The statistics 


published annually relating to taxpayers in Canada indicate that even in the highest _ 


income brackets wealthy investors are a minority. Income derived from the opera- 


tion of a business or a professional practice or a high salary in managerial occupa- 


tions are the more common sources of high income. 


It is often stated that women control most of the personal wealth of our 
society. As Table 3.5 on income receipts indicates, male income recipients 
received a greater share of investment income than did women, but this is at- 
tributable to the fact that the men formed the greater proportion of all income 
recipients. A somewhat higher percentage of women than of men reported receipts 
of investment income while average receipts per income recipient were very similar. 
For. lower income levels, the proportion of persons reporting investment income 
receipts was similar for both men and women but for income above $4,000 the 
percentage of women with investment income was substantially higher and their 
average receipts were higher than for men. High incomes for women are much more 
likely to be associated with the ownership of assets than is the case with men. 


Since male income recipients are usually in higher income brackets their 
ability to save out of income may be greater and savings out of current income may 
be a more important explanation for investment income receipts for men than 


Isee the study by Robin Barlow, Harvey S. Brazer and James N. Morgan, Economic 
Behavior of the Affluent (Washington: The Brookings Institute. 1966), Chapter VII. 


2See Table 3.9. 


3Statistics are often cited in support of the statement that women control most of the 
wealth in Canada and the United States. It is impossible to trace the origin of the figures often 
quoted, as few studies exist in either country on the distribution of asset holdings by sex. For 
the United States, Robert Lampman’s study The Share of Top Wealth Holders in National 
Wealth, 1922-56, National Bureau of Economic Research (Princeton: Princeton University 
Press, 1962), shows that over half of the wealth was held by males, In Canada, over half of the 
investment income reported on tax returns is reported by male tax filers. 
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for women. Women may be more likely to own investments as a result of in- 
heritances than men because women, with a longer life expectancy, are usually the 
surviving partners when marriage is broken by death. Of the women who reported 
investment income as their main source of income, approximately one half were 55 
years of age or older; widows constituted a large part of this age group. It is also 
possible that during their lifetime many husbands gave their wives title to family 
assets or that, with the growing incidence of employment among married women, 
earnings of working wives were used for savings rather than for current consump- 


_ tion. These may be among the reasons why, despite lower income levels, the 


proportion of women with investment income in 1961 was as high as that of men. 


INCOME BY MAJOR SOURCE 


In summary, nearly 90 per cent of male income recipients derived most of 
their income from employment either as wage or salary earners or in self-employ- 


_ ment. Somewhat under 10 per cent had government payments as their main source 


of income. A very small fraction (two per cent) were dependent upon investment 
income and a similar fraction reported other sources such as private pensions as 
their main source. 


Women income recipients had more heterogeneous income patterns. Only 


two thirds reported income from employment as their main source of income; 20 


per cent were dependent upon government transfer payments, while 11 per cent 


_ had incomes primarily from investments and three per cent from miscellaneous 


SOUICEeS. 


An examination of the income distribution by major source of income in- 


_ dicates, as might be expected from the composition of incomes, that income 


recipients whose incomes originate largely from employment received the highest 
levels of income, while the small group dependent upon investments and pensions 
ranked next, with the population dependent upon government payments of various 
types falling in the least favourable position. The individuals dependent upon 


| transfer payments would consist of old age pensioners, women in receipt of 
_ mothers’ allowances, blind and disabled pensioners, unemployment assistance 


recipients and others in similar categories. Among the employed, those whose in- 
come was derived from their own business or professional practice averaged higher 
incomes than those whose income was primarily from wages and salaries, although 


_ the difference was not as great among women as among men. These differentials 
_ will be discussed more thoroughly in Chapter Four. 


The quartile distribution by major source of income is summarized in 


| Table 3.10. 


i 
| 
f 
\\ 
i 


| 
| 


Quartile points are those points on the income scale which include one 
quarter of the income-receiving population — for example, 25 per cent of males 
with major source of income wages and salaries reported less than $2,569, 25 per 
cent between $2,569 and $3,840, and so forth. 


33 


INCOMES OF CANADIANS 


"SV 91921 ‘(10S-86 ‘ON *38D) sypnpialpuy fo sauoouy 


‘AI ‘1OA ‘epeueD Jo snsusd 1961 ‘SAC UI Poystgnd sem o[qei po3priqe uy ‘epeueD jo snsusd 196] Wo sofqey peystqndun :qOuNos 


*sooInos 


SNOSULTISISIUI IO SUOISUSd JUDUWOIIIOI ‘s}USUIJSOAUIT WOIJ SEM BUWIOOUT JO 9dINOS JOfEW ssOYM S}JUSIGINeI SUIODUI aSOYy} SOPN[OUI sUIODUT JOYIO 
: Li J ! J ry ! rar I L ! e 


L9OO‘I8E 
90S 
8LE‘T 
0°00T 
Cal 
0°C 
tA 
60 
Cl 
sy) 
Vv’? 
ve 
GS 
SL 
0°6 
vl 
8°64 
O°d 


2 ouIOOUT 
at eL@) 


L8E‘LEs LL8‘°L89‘T 169°88I OZ P°96E 978‘ELE LOL679 E21 “ON =S “2° Se *S ee synondinay 
8SL 98L‘T SLO‘? €v8 TLO‘E Ors‘ So ach ae  * omoounUrIpoN 
TLL 096‘T Seve 166 €EL‘s SLI‘v $° crs tees * * auooUT seIOAY 


POO 00 1s a. GOES Oot. | Power [Logg evo Sa SS GS eet 


= V? €°0 e's = Cel tae fe Taa0 pue 000‘OT 

= Le ST So) rt TST zal 2 SS i S066 6m ue) 

= S16 [211 Uv — T'6 OTI eugey 6. le 6. “el ‘eter ei ge 6 \@ 666‘S aa 000‘S 

saat Coy oT CAC TAO) Lv 1 i) 3, del. ce 16) 6-8) «en {6 eee 6667 a. 00S‘v 
T0 L7é et O'e €°0 9L 6‘0I ee SS 66a 000, 7 
ita 0) Sit rs Cv 9°0 VL €Or “aoe Eee “66h om 00S ¢ 
70 Ls 76 [Be OT $6 OT aa FS SOOT ta 000 
9°0 c9 L’6 €'8 6'T T'8 el Pa ta ae E's 666 C6 00S C 
Lt $6 O'eT ral | 8°€ LL ae) ne ee 66% — 000° 
SS SOT Sel 89I 1°38 L's L'y eee er 6661 aeeOSre 
SIT O'eT 0°CT SIT 9 LT Ls Sie Se ea Me 66rT —000'T 
c'99 L’Sst 8°CI BL Crs 6°€ cv eu os 666 $—O00S $ 
Est ve? 9°8I SIT vel 8° 6'P oe a a Ss 0OS$ Tepun) 

"O°d *o°d ‘o'd ‘od ‘od ‘od “od 
sjuoused QUIOOUT Se p OUIODUT sjuoursed QUIOSUT See 
oA +N SOBEM atta) ae +N SBE AA dnois swoouy 

SoTeuls 7 save 


LOGL ‘LE Aew pepug jea, ‘ewoosuy jo ad1nos soley 
Aq pue jualdioey awiosu) yo xeg Aq ‘sewodouy jo UO!INq!4ysIq abeyUEdIeq — G'S JIGVL 


34 


| 
| 
| 
| 
| 


EMPLOYMENT AND RECEIPT OF INCOME 


TABLE 3.10 — Quartile Limits by Sex and Major Source of Income, 
Year Ended May 31, 1961 


Quartile limit 


Major source and quartile 


Wages and salaries — 
RDS UaA RAO Rk ie al a 6 Woo co alk Bie doe, oo s 7150 
NCCONC GUATLHC IERIE Wa osc.< sivut hs eaves c cat 1,786 
DME TPIASARUIES SONG Tee crs ree ee ek 8 8 ase es 2,866 
Net income — 
ORS LTE TET gry cot eed Ce od a er ar 551 
OSS TET en EO a a a e ee 1,418 
UAL ELETTEV IS ORS 2p a ag 2,734 
Transfer payments — 
MU SO UAT UG! NEE RTGN ST he Gee es cs ile ee 570 
pee Uartie yuna tele as fcc ae de 771 
IPO CAIALING ee ietee HY oC aisha. 6 2S a's MGS Give 948 
Other income — 
OLS UICCLIC TLS SS ois 3 he Sa la A AR a 251 
ER MIME MIU ATTIC COMES TRO is os cs ge es be ae 506 


(PURO E a ST eee 


SOURCE: Calculated from Table 3.9. 


2. CHARACTERISTICS OF INCOME RECIPIENTS 
WITHIN INCOME GROUPS 


EMPLOYMENT AND RECEIPT OF INCOME 


In the youngest age group, those under 25, a substantial proportion of both 
sexes — approximately 30 per cent of the men and 45 per cent of the women—were 
not income recipients. In the case of men, the probable explanation for no income 
being reported is that formal education had not been completed and that many 
males in this age group were still attending school. Between the ages of 25 and 
55 approximately 99 per cent of men were income recipients and almost as high a 
percentage were in the labour force during the year. Even between the ages of 55 
and 65 nearly 90 per cent of the males were in the labour force.5 Almost the 
entire male population, embracing those beginning work upon completion of their 
formal education and those between the ages of 25 and 55, and in the labour force; 
withdrawal from the labour force appeared to start after the age of 55, but even 


4In 1961, approximately 63 per cent of males aged 15 to 19 and 12 per cent of males aged 
20 to 24 in the non-farm population were still attending school. 


SOf the total male non-farm population, aged 25 to 54, inclusive, numbering 2,866,133 


persons, 2,833,535 were income recipients and of those 2,768,952 had labour force experience 
in the year preceding the Census. 


2) 
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then the proportion not working between the ages of 55 and 65 was not sub- 
stantial. Since very few males work only for payment in kind, this meant that 
most males at least earn cash income from employment. 


The work patterns of women show different trends. Completion of an 
education was also an important reason why many women between the ages of 15 
and 24 were not income recipients, although fewer girls than boys in this age group 
were attending school — approximately 33 per cent in contrast to 38 per cent of 
boys. Upon completing school, women also appeared to enter the labour force but 
labour force participation was correlated with marital status. The majority of 
single women worked after the completion of their education but labour force 
participation dropped sharply after marriage. The trend in the postwar years has 
been toward earlier marriages and after the age of 30 most women married. 
Although somewhat over one quarter of married women between the ages of 15 
and 24 worked, these were probably working only until the arrival of children, 
as the statistics showed that a withdrawal from the labour force occurred with the 
birth of children. As children reached school age, participation rose again among 
married women, with a higher proportion of those aged 35 to 54 working than 
those aged 25 to 34. 


For the age group 15 to 64 inclusive, 56 per cent of single women, 23 per 
cent of married women and 46 per cent of those who were widowed and divorced 


were in the labour force. These statistics indicate that a substantial proportion of | 


women remained outside the labour force regardless of marital status although the 
single, widowed and divorced appeared to have greater incentives to work. The 
over-all participation rate for women between 25 and 64 years was only 33 per cent 
and this would be the main explanation for the lower incidence of incomes among 
the female population. However, because two thirds of women in these age groups 
were married, married women in total formed slightly over half of the female labour 
force, while single women were 42 per cent and widowed and divorced women 
only seven per cent. 


It is likely that married women will constitute a growing proportion of the 
female labour force as the labour force participation rate of married women has 
been rising steadily since 1951. Census data for 1951 indicate that the number of 
single women in the labour force was some three per cent lower than in 1961 while 
the number of widowed and divorced women in the labour force was approxi- 
mately two thirds of the 1961 total. In contrast, in 1951 the number of married 
women working was only 40 per cent of the number at work in 1961 and married 
women constituted only 30 per cent of the 1951 female labour force. To an in- 
creasing extent the working women were secondary contributors to family income 
rather than self-supporting workers. The effect of wives’ earnings on family income 
is discussed further in Chapter Six. 


Information is available from the 1961 Census on labour force participation 
over the 12-month period preceding the census as well as at the Census date. Not 
only were participation rates much lower among women, but women workers 
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| he in the labour force for the full year far less frequently. Among men in the 
ee groups 25 to 54, only two and a half to three per cent of males with incomes 
were reported as working during the year but not in the labour force at the time of 
the census. Among women, the percentage reporting labour force attachment 
during the year but no labour force attachment at census time was much higher. 
Approximately 14 per cent of those under 25 years of age and not working on June 
| indicated that they worked during the year, while for those aged 45 to 54 the 
oroportion was seven per cent. 


This analysis of working patterns is based entirely on the employment data 
collected on the Census. An examination of the consistency between employment 
status and income sources suggests that, for women, the census may have under- 
reported labour force participation over the year preceding the census and that 
female movement in and out of the labour force over this time period was greater 
than the statistics indicate. It is possible that many women may have omitted 
feporting short-run employment. Discrepancies are evident in the data contained 
n Tables 3.7, 3.8, 3.9 and 3.11. The number of women with income from employ- 
nent should, theoretically, not exceed the number reported as having been in the 
abour force. In fact, approximately 69 per cent of women reported income from 
mployment and 66 per cent of women income recipients were classified as 
javing employment income as their major source of income while only 63 per cent 
‘ported labour force participation. By income groups, the greatest absolute dif- 
‘erence in numbers reporting employment income as compared to labour force 
varticipation was in the lowest group incomes of less than $1,000 and three 
quarters of the absolute difference was in incomes under $2,000. This suggests that 
here may have been under-reporting of part-year employment. Another possible 
xplanation for differences between employment status and income sources is a 
lifference in the time period — income may have been reported for the calendar 
year 1960 while employment was reported for the 12-month period ended June 
, 1961, so that earnings could refer to a period preceding the census referral 
veriod. 


Data collected through other sources such as the Surveys of Consumer 
finances as well as through the census indicate that the female labour force had a 
auch more erratic and irregular employment behaviour than the male labour force. 
\ substantial proportion of the female labour force had only a part-year or part- 
ime attachment to the labour force and such patterns were a result of personal 
reference rather than unemployment problems. For example, in the 1962 Survey 
f Consumer Finances only 50 per cent of wives with work experience indicated 
hat they were in the labour force for 50 to 52 weeks in 1961. The principal 
“planation given for not working a full year was staying home and keeping 
louse. 


| 

| 

 8See the discussion on ‘Work Experience in 1961”, Distribution of Non-Farm Incomes in 
i? by Size, 1961, DBS (Cat. No. 13-521), pp. 37-46. 
| 
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Such differences in working behaviour have affected the relative income | 
distribution of each sex; the effect on earnings is explored further in Chapter | 
Four. | 

CHARACTERISTICS BY MARITAL STATUS: 
AND FAMILY RELATIONSHIP 


The lower income groups consisted predominantly of women who con-, 
stituted the majority in the income groups below $1,500 and who accounted for) 
63 per cent of all income recipients in these lowest brackets. At the upper end of 
the distribution, incomes of $10,000 or more, women were only six per cent of all 
income recipients. . 


Table 3.11 summarizes selected characteristics of income recipients within) 
income levels. The greater majority of male income recipients were married, with 
only six per cent having single or widowed marital status. Women income recipients) 
were divided about equally between married women and the single and widowed) 
or divorced. Male income recipients were usually heads of families, while the ma-| 
jority of women were secondary contributors to family income since a substantial 
proportion of single women lived with their parents rather than alone. In total, 62 
per cent of women with incomes were married or were unmarried children living 
with their parents. The fact that the majority of women income recipients might) 
not be entirely dependent upon the income they received probably exerted an 
important influence on their working patterns. 


Males and females have different characteristics at low, medium and high 
incomes. As already noted, very low income among the male population showed a 
close correlation with age and tended to be associated with the very young and the 
old. The males in the younger age groups were largely unmarried and were still 
living at home with parents. Only somewhat over half of males with low incomes 
had been working currently or had been in the labour force during the previous 
year. In the younger age groups many males were probably still at school and the 
low incomes might be due to part-time employment; the oldest age groups in 
the lowest income bracket were primarily those in receipt of government transfer 
payments, the most important of which would be old age pensions. 7 Most of these 
pensioners would have little or no other sources of income., The young and old 
were still a significant part of the next income group, those with incomes of 
$1,000 to $2,000; somewhat over one quarter of this group was in the youngest 
age group and one quarter was in the oldest age group. Somewhat more than 4C 
per cent were single or widowed and most of the single category were still resident 
with parents. 


The assumption is commonly made that all males are family heads with 
relatives to support and that those with low current incomes have incomes in- 
adequate to maintain their families. The demographic characteristics discussed 


q 


7 For the year preceding the census, pension payments were $660. 


40 


CHARACTERISTICS BY MARITAL STATUS 


indicate that the low-income group among the male population was dominated by 
the extreme age groups, many of whom were not married—an important consider- 
\ ation in the interpretation of the statistics. For the young, low income was usually 

a transitory situation; when education was completed and labour force participation 
_ became full-time, incomes would rise substantially. For the older age groups, the 
ow i income status was more likely to be a permanent one but those married were 
likely to have smaller families than males in younger age groups. 


! 
| 


Females in low-income groups showed somewhat different characteristics. 
| The young and old were an important element in incomes under $1,000 where 20 
/per cent of females were under 25 years of age and 29 per cent were 65 or over. 
Single women constituted only one fifth of this group and married women three 
fifths. As with males, the lowest income group of female income recipients con- 
tained a substantial proportion of older women living on government pensions, 
and the other important segment appeared to consist of married women who 
‘probably worked only on a casual or part-time basis. Those in the next income 

| bracket, $1,000 to $2,000, were also, in the majority of cases, married women of 
all age groups. Except possibly for the oldest age groups, the relationship between 

_age and income is much less pronounced for women than for men. 


! The characteristics of male income recipients changed from group to group 
‘as income rose. The higher the income the higher the proportion of married men 
and heads of households in the group and the higher the proportion in the middle 
“age brackets as compared to those in younger brackets. Among those with incomes 
‘of $2,000 to $3,000, nearly 30 per cent were still unmarried and 45 per cent were 
under 35 years of age. Among those with the highest income, $10,000 or more, 
‘only four per cent were single and 94 per cent were married and only 15 per cent 
‘were less than 35 years of age. The old were the largest group with incomes below 
$1,000, those under age 25 constituted the largest group with incomes between 
($1,000 and $2,000, while those under age 25 and those aged 25 to 34 were the 
largest age groups with incomes between $2,000 and $3,000. The predominant 
‘group with incomes between $3,000 and $5,000 was males aged 25 to 34 and 
‘the largest age group with incomes above $5,000 was males aged 25 to 44. 
} 


Among women income recipients the single, widowed and divorced group 
were over one half of all female income recipients with incomes above $3,000. As 
indicated previously, these groups were much more likely to work than were 
married women and might be more likely to work full time. The correlation 
between age and income was less marked among women income recipients, al- 
‘though the youngest age group was the largest group with incomes between $1,000 
‘and $3,000 and women between the ages of 45 and 54 were the largest group with 
fizomes of $5,000 to $10,000. Surprisingly, over 20 per cent of women with in- 
‘comes exceeding $10,000 were 65 or over. As previous analysis has suggested, 
‘aigh income was much more likely to result from the ownership of assets rather 
than an earned income among women income recipients. 
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TABLE 3.12 — Percentage Distribution of Incomes by Sex and Age, 
Year Ended May 31, 1961 


Income group 
le | 34 fs 44 Es 54 [ss 64 c mobo | a 


Males 


Wnder $500) 4.55 |: 22.0 
$a 00d) 999... 13.4 
1,000— 1,499. . 10.6 
1,500-— 1,999. . 8.5 
2,000 — 2,499. . 10.3 
2,500 — 2,999.. 8.6 
3,000 — 3,499. . 9.5 
3,500 — 3,999. . 6.5 
4,000— 4,499.. 4.6 
4,500 — 4,999. . 2.4 
5,000 — 5,999. . De 
6,000 — 9,999.. 1.2 


10,000 and over . . 
Totals 
Average income. . .$ 
Median income . . .$ 
Recipients . 


oe) 1s) lero eh ie 


pc: 
2 


3.3 
Zul 3.9 
3.1 4.0 
4.6 5.8 
5.8 6.6 
9:3 10.1 
ep See 
11.6 10.7 
9.4 8.0 
15.4 1257 
17.9 15.8 


6.7 
100.0 
4,393 
3,601 
500,873 


4,977 
4,192 
783,669 


Females 


Under $500 
Se SOG) ends ORI Ge ec 
1,000 — 1,499... 
1,500— 1,999... 
2,000 — 2,499... 
2,500 — 2,999... 
3,000 — 3,499... 
3,500 — 3,999... 
4,000— 4,499... 
4,500— 4,999... 
5:000=— 5,999.5... 
6,000 — 9,999... 
10,000 and over ... 


eimais) (ey “ens 


Average income. . .$ 1,455 


Median income . . .$ 1,909 
Recipients... . No.| 596,616 


1,914 
1,683 
449,796 


1,919 
1,444 
402,765 


1,864 
1,482 
462,860 


| 83@m 
276,652 |138,724 | 376,380 


SOURCE: DBS, 1961 Census of Canada, Vol. IV, Incomes of Individuals (Cat. No. 98- 501), 


Table AS. 
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| 3. INCOME BY AGE GROUPS 


The interrelationship between age and income may be examined in Table 
3 12, and the characteristics of income recipients in different age groups is sum- 
‘marized in Table 3.13. 


The income pattern of males by age group is undoubtedly a reflection of 
the earnings patterns of labour force participants, since the majority of males below 
ithe age of 65 were in the labour force. Between the ages of 15 and 25, men arenew 

permanent entrants into the labour force and at the beginning of their working 
‘careers. Salaries and wages earned are relatively low upon commencement of em- 
ployment, as such participants have no working experience. With experience, 
seniority and promotion, earnings in many occupations begin to rise; for some 
Occupations such increases may occur over a limited part of the working span 
only while in occupations requiring higher levels of education such as, for example, 
‘medicine, earnings may continue to rise over almost the entire working period. 
Chapters Four and Five explore in greater detail the relationship between occupa- 
‘tion, age and education. For males, withdrawal from employment for reasons such 
as illness or voluntary retirement begin to occur after the age of 55; incomes tend 
to decline until in the oldest age groups average incomes are at levels similar to 
‘those of the youngest age groups and median incomes are lower than those of other 
age groups. 

| As Chart 3.3 shows, there was a considerable similarity in the income profiles 
of males in the two extreme age groups, those aged 15 to 24 and those aged 65 and 
wer and between the income profiles of the age groups 25-34, 35-44 and 
45-54. The income distributions of the young and old were very skewed with the 
median income below $2,000; the propostion of young income recipients in low- 
income brackets was somewhat lower than that of the elderly. On the other hand, 
older income recipients were more likely to have incomes in excess of $6,000 than 
were the young. 

The age groups between 25 and 54 had more normal income distributions. 
Peak incomes were reported by males aged 35 to 54 whose average income was 

around $5,000. In the age group 35 to 44 there were somewhat fewer incomes 
delow $3,000 and somewhat more over $3,000 than among those aged 45 to 54. 
In all age groups between 25 to 54 the proportion with incomes below $1,000 was 
low, in the range of four to six per cent. The income profile of the 55 to 64 age 
cohort showed substantial differences from the younger age groups although in- 
somes were still much higher than for those 65 and over. Some 37 per cent had 
incomes below $3,000 in contrast to 25 per cent of those aged 45 to 54 and the 
average was less than three quarters of the average income of the younger age 
group. : 

| In all age groups, except those under 25, tne majority of males were married 
and were heads of households. Over 90 per cent of all males with incomes who 
were under 55 years of age were classified as being either currently in the labour 


43 


INCOMES OF CANADIANS 


TC or L’8 
VC IC L’6 
9°96 6°S6 9°18 


z'0 z'0 £0 
S-0 60 eT eo ee 
ee eZ 07 5, aaa ats ME 
O'Or 3°9 re OS BS. 
1°98 5-06 oc eae 


Uv SL 0°OT 
Ce 8°S SL 

ve €°6 ee) 
c'68 VLL €6I 


O'1 0 ‘0 
0°16 L'18 ZU GOMo- tn Cit Deb 
0°8 6LI LLL So Mou ones 


0°00! 0°00T 
‘od 


ee 


618 emo 


* + + + goIOJ INOQR] UT ON 
2010} INOQR] JUSIING UI JON 
"+ + * + goIOJ INOQRT WUSIINS UT 
— uopedtonied sd10j InoqeT 


oe 


terete MIC 


* + * QUIOOUT JUSUT}SOAU] 
s}uouAed Iojsuel} JUSUIUIOAOS 
JUoUIAO]AUID-JJOS WOT SUOOUT 19N 
"+++ + + sorrepes pure soseyy 
— guIooUT Jo aoInos IofeW 


"+ 5 +  SgAt}RTOI-UON 


2 -*_1 0) SOATIEIOS IOUIO 


. 


. 


Serene gquoreg 
* UsIpTYyo porsewuy 
Pete ees pear 


— pjoyasnoy jo peay 0} drysuonejoy 


POOIOAIP JO POMOPIM 


ao. 6 6 ¢ 6 . 0 0) ¢ "© ©. \e 6 @ pole 
Seem Meu we ke VF Se ests sitet OTS US 


— §njbIs [RIE 


EES 510 f 


wei] 


LOGL ‘L oun je se 
‘eB pue xes Aq ‘sjusidisey ewodU] Jo SdIjsIayIeseYD — ELE AIGVL 


44 


INCOME BY AGE GROUPS 


O'8E 
v8 
TES 


L? 
vIt 
6°61 
3 
v'C9 


v8 
v9 
se 
LST 
6°9P 
8°81 
SLE 
8S 
8°L7 


0°00T 
‘ord 


v°96 
50 
Tae 


6'€ 
C6. 
Cc €8 
8°0 
67 


Eg 
FS 
T81 
90E 
6°8€ 
ESS. 
8°SE 
$°8 


0°00T 
‘ord 


*e1ep poysi{qndun uwlosj pozelnojeod sosnos Jofews Aq UOTNIsIG' ‘6g PUE Sq SoTqeL ‘(Z0S-86 “ON “38D) 
sjonpiaipu] fo sawmoouy pue ‘Ly pue oy ‘SV SetqeL ‘(10S-86 “ON 38D) sIVNplaipuy fo sawoouy ‘Ay ‘JOA ‘epeueD Jo snsusd 1961 ‘Sd :ADUNOS 


as ae ere Ae Sonat ccain ba ee ae ee 
S? 6'v 8°9 9°8 LCe Tvl Se sss ss gor0F Noe] JUSIINI Ul JON 
T9t 6° EP vC9 8°S9 ¢°99 SY al | aaa ae sts ss ss ss gatos INOQgey] JUSTIN Uy] 

— uonedrornred a0Joy InogeyT 
9°6 z9 6-7 8'T rl 90 ee A SI ue cheroee Detter eee es pC 
8°67 S*LZ rol OTT 9 V2 Dette eee eee sees ++ guoourzuaunsaauy 
€Ov Ort L’8 78 v'L OV totes ee ss + srugurked Iojsuel} JUSWIUIEAOD 
6% Us rs 6'r L'¢€ rz vst s ss + Juguiso[duls-jjas WOI SWIOOUT 19N 
Cid ULv €°L9 CL vs 6°06 mama Wan . ephoaes: © * gee soLreyes pue sose 

— 9UWIODUT Jo adInos Iofe~| 
9'L 9'L 9°S 9°s 9°6 U'el aE RR A. aR, Fees tee: eee *  sganeyar-uon 
6S 0°9 €"¢ rs y'L Z'g Fete eee eee ee ee e+ goanetar N19 
SOI 6'¢ ZT ‘0 Ai “4 Pe ee tee ee eee eee squared 
£0 9°1 ep L'9 O71 es Dette ee eee eee + ++ yorppyo pomremug 
S'9¢ 6'bb Z19 $89 €°79 L'@ ee ices oa soa ee) (4 
Z6E 6'b¢ UZ 6°EI 9°8 O'€ Se toray AS See ae owe ee mee Wert. +++ pear 
— pjoyesnoy jo peoy 0} drysuoynrjay 
scp 67S ST OL LZ £0 Fritts es es ++ paozoarp JO pamopIM, 
9°%P 0'zS 169 LLL Vel 4 CCC ers 
06 SS 8'r1 €°ST €°PZ v'OL Bcc 9 aes «<M IRS RS a RIM Gk *! eee ks aon OTS UIC 
— snjejs [ee 
0°00! 0O'00T 0°00T 0°00T 0°00T 0°00! at 6. fe) fat ve ey 0: Cate | Ope) 6 hoc, Sele, selh. od cxmte tats * $[vQ10L 
ed) ‘ord ‘ord “od ord ‘ord 


soyeulay 


45 


CHARI SSS 


PERCENTAGE DISTRIBUTION OF INCOMES OF MALES BY SIZE OF INCOME 
AND BY AGE, YEAR ENDED MAY 3l, I961 
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force or as reporting labour force experience during the previous year. In all age 
groups the majority derived most of their earned income from wages and salaries 
although they were more likely to be self-employed if they were between the ages 
of 35 and 64 than if they were younger. Above the age of 55, dependence upon 
government transfer payments as the main income source became more evident; 
nearly one quarter of those aged 65 to 69 and over three fifths of those aged 70) 
and over were in this category. / 


i 


Although some variation occurred in female incomes as between age groups, 
the differences showed a much narrower range during the working years and, even 
after retirement, incomes showed less of a drop than among males. The highest 
average income among the working-age population was $1,919 for women aged 45, 
to 54 which was only 32 per cent above the average income of those under 25.) | 
In contrast, for males the highest income among the working-age population (the 
average income of those aged 35 to 44) was two and one half times the average! 
income of those below 25. In all age groups below 70, between 25 and 30 per cent! 
of women income recipients reported incomes of less than $500 and in all other age 
groups, except age group 25 to 34, median incomes were below $1,500. 


The majority of women with incomes in the youngest age group were single 
and the majority of those aged 25 to 64 were married. Widows and divorcees 
began to form a substantial segment of each age group above 45 years; some 15 
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per cent of those aged 45 to 54 and one third of those between ages 55 to 64 were 
widowed or divorced. There may be a correlation between this and the greater 
dependence upon transfer payments by women than by men. Among women aged 
35 to 44, some eight per cent had transfer payments as their major source of 
income and this proportion increased substantially for the older age cohorts. 


Labour force participation declined much more sharply among women in- 
come recipients after the age of 55 than was the case with men. Between the ages 
of 25 and 54 women were primarily dependent upon earned income but after 55 
other types of income became much more significant. Among those aged 55 to 64 
nearly one half reported various sources of unearned income as their major source 


_ of income with investment income the most prominent of these. For those aged 65 
_ to 69 government transfer payments were the main component for two fifths of 


the group and another 30 per cent relied on investment income. One half the 
men in this age group still relied upon employment for their income but this 


| was true of only one fifth of the women. After age 70, women were over- 
_ whelmingly dependent upon government payments. 
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Chapter Four 


EARNINGS BY LABOUR FORCE 
CHARACTERISTICS 


The income sources of the adult population discussed in the previous chapter 
can be categorized as factor income, that is, income derived from factors of 
production, labour and capital or transfer income, income made available by 
different levels of government under social security legislation or under similar 
legislation. The most important component of income is income earned as a wage 
or salary earner or as a self-employed person and the amount of labour income 
earned is the most important determinant of the size of total income received. It is 
also the basic determinant of the extent of inequality inherent in the income distri- 
bution. In aggregate, approximately 90 per cent of income received by male 
income recipients was income from employment and for 87 per cent of males, 
this was the most important income source. Employment income was somewhat 
less significant for female income recipients; approximately 77 per cent of total 
income was from this source but it was the major source of income for only 66 
per cent of the female income-receiving population. 


Income from capital in Canadian circumstances had little effect on income 
inequality as it was usually a secondary rather than a primary income source. The 
size of transfer payments receipts is normally regulated by the relevant 
government legislation and ceilings are usually set at relatively low limits.’ The 
census did not collect data that would allow any analysis of the factors 


influencing the size of investment income receipts or the composition of transfer 
| payments receipts other than family allowances and old age pensions, although 


| Chapters 8 and 9 examine the population dependent upon transfer income. 


Information on asset ownership and the channels of asset accumulation is a pre- 
requisite for the analysis of investment income, but more information on 
personal characteristics and the sources of transfer income is required to examine 
the reasons for dependence upon transfer payments. 


1 Because income recipients may receive different types of transfer payments it is not 
possible to determine the maximum amount which could be paid to individuals although an 
examination of the ceilings payable under different welfare plans suggests that, exclusive of 
pensions to retired government employees, the maximum would appear to be around $5,000. 
In the year preceding the census, old age pensions including supplementary payments in some 
provinces had a ceiling of $900, maximum family allowance payments per family approximately 
$1,300, unemployment insurance $1,900. The largest transfer payments are probably payments 


. of workmen’s compensation and pensions to totally disabled veterans. The annual pe ennad 
a totally disabled veteran with a wife was $2,880 with additional payments for dependen 


children. 
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DETERMINANTS OF EARNINGS 


This chapter therefore focuses only on income derived from employment 
and the characteristics of earners with different levels of earnings. Table 4.1 


_ summarizes the distribution of total income of individuals under three categories — 
the income distribution of persons in the current labour force; the income 


distribution of persons with labour force experience during the twelve months 
before the census date, but outside the labour force at the census date; and the 
income distribution of persons reporting no labour force attachment during the 
year. For males, income levels were highest for those in the current labour force 
and lowest for those with no labour force experience; those who worked even 
part of the year were in a better relative position than those outside the labour 


| force. Among women not in the current labour force, incomes of those with some 


labour force participation during the year were very similar to the incomes of 
labour force non-participants, although the characteristics of the two groups 


differed. The women with some labour force experience during the year were 
concentrated in the youngest age groups and consisted largely of students working 


only part of the year and married women in the labour force on a part-time basis, 
while the labour force non-participants were concentrated in the older age groups. 


| Male income recipients who had been in the labour force in the year preceding the 
census, but who had left the labour force by June 1, were also predominantly in 
_the younger age groups, although a significant proportion were over 55 years of 
age. The data were inadequate for carrying out any thorough analysis of the 
earnings of part-year participants because they tended to be drawn from segments 
_ of the population who were interested only in occasional or irregular employment — 
| the young, the old and the married female population. Among the younger age 


groups, for example, the occupation reported might not be the intended permanent 
Occupation of the worker and little information existed that would allow any 


_ Classification of the reasons behind withdrawal from the labour force. 


The analysis in this report is restricted to persons in the current labour 
force and their receipts of income from employment. The current labour force 


‘consists of persons in the labour force as of June 1, 1961, while income from 
_ employment is the total amount received as gross cash wages and salaries or as net 


income from self employment either from operating a business, carrying on a 


| professional practice or for working as an own account worker during the previous 


twelve months.2 


1. DETERMINANTS OF EARNINGS 


Inequality of income exists not only between labour force participants and 
non-participants but also among labour force participants themselves. An examina- 


‘tion of the distribution of earnings by size makes it evident that labour force 
| participation in itself will not provide an income recipient with some guaranteed 


>The questionnaire asked for income received during twelve months preceding the census 
‘date June 1, 1961 but if respondents were unable to supply this it was suggested that they 
' report income for the calendar year 1960. 
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minimum income; very low incomes may occur even among members of the 
labour force. The distribution of income from employment by size and by sex of 
income recipient for the current non-farm labour force is summarized in Table 4.2. 
Median earnings for males were approximately $3,800 and for women $2,000; 
nearly one fifth of males reported income from employment of less than $2,000 
and one quarter of women earned less than $1,000. 


Table 4.2 — Distribution of Current Non-farm Labour Force, by Sex 
and by Size of Income from Employment, Year Ended 
May 31, 1961 


Females 


Income group 


Under $500 Mi, Seek Se Soe 153,874 196,683 , 
$8 500 = '$14999s "nn. ace eee ae 163,888 176,274 125s 
1.0009 :15499 2 ais Ap Ae icibale ee ee 186,128 177,518 123 
SOD = 11,099 rec ae erie ere 187,413 178,434 12.4 
25000 = 25499 su... oo hoy eee ee 277,401 211,424 14.7 
2S00 12,9995. 2 epee we amen 283,125 155,393 10.8 
3000 3 3,499) FOS Fe, fee 450,921 149,885 10.4 
3:500;— = 3,999), Be Cee ee 390,517 79,253 5.8 
4000 =» 4,499 uss. ek ago eae ee 417,829 45,089 3-1 
A SOO = 4 O99 ee ceo ute tec ath reels as 290,543 22,012 LS 
D000 == 5 OIG RE. cs. sath hoe, pee eae 420,823 23,164 1.6 
CLOUUE= | 9 99S mer tarte ons reer 450,068 18,960 
LO;O0Osandtoverrei tet ee eee 151,917 3,587 
otals?.o oH! Ra Se a Ce 3,824,447 1,437,671 
Average employment income ......... $ 
Median employment income ......... $ 


SOURCE: DBS, 1961 Census of Canada, Vol. IV, Incomes of Individuals (Cat. No. 
98-502), Table B 1. 


These are total earnings received by the current labour force during the one- | 


year period preceding the 1961 Census, not annual rates of pay. The size of these 
earings is affected by both long-run and short-run factors. Among the long-run 
factors that influence the level, the most significant are probably sex of worker, 
age, occupation, education, class of worker and place of residence — province, 
tural, urban and so forth. Among short-run factors are current economic conditions 
and their effect on the amount of employment available and on wage rates, illness, 
or other forces that may affect labour force participation patterns by affecting 
the number of weeks worked or the hours worked per week. Some of these 
influences are examined in these chapters, although the data can explain only some 
of the variations in earnings. In addition to the economic and demographic 


features mentioned above, differences in the size of earnings may also be attributable | 


to less tangible characteristics not as susceptible to statistical measurement, such as 
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differences in levels of intelligence among individuals, restriction of entry to some 
occupations, the impact of trade unionism, or the existence of discrimination 
because of the age, sex or race of the worker. For self-employed persons whose 
earnings are included in these statistics, earnings may represent a mixture of a 
return to the investment in the business as well as compensation for the labour of 
the proprietor. In fact, in some instances, earnings may be largely a return to 
capital rather than to labour so that a comparison of the earned income of wage- 
earners with the earned income of the self-employed may not be entirely valid. 
Imputations of returns to labour and returns to capital for the self-employed 
present conceptual difficulties and, if attempted, are usually arbitrary. 


The following analysis is largely restricted to an examination of 
some of the permanent rather than the transitory factors influencing earnings — 
sex, age, schooling, occupation and class of worker and level of education.? Since 
most of the data to be examined are annual earnings realized rather than rates of 
payment, the size of earnings reported will also reflect short-run factors which may 
depress annual earnings below normal levels. Ideally, for the study of permanent 
factors, statistics are needed on the earnings that accrue or would accrue if 
employment were not interrupted. Census data do not permit breakdowns that 
would allow for an adequate segregation of the part-time and part-year workers 
from those who worked full-time the year round. Persons working for wages and 
salaries were asked to report in how many weeks they worked for wages and 
salaries but no information was secured on the duration of employment of the 
self-employed, number of weeks of unemployment or the number of weeks an 
individual was not in the labour force. This method of reporting weeks of 
employment does not permit a differentiation between full-time and part-time 
work during the year for wage-earners reporting the same number of weeks of 
employment. For example, wage-earners working one day per week for the year 
and wage-earners working five days per week for the year would both be 
classified as having worked in 52 weeks. Although, in addition to the question of 
weeks of employment, wage-earners were asked to report the number of hours 
usually worked per week, the number of hours reported may not be applicable 
to all of the weeks worked, but may be representative of current employment only. 
As a result, only an imprecise classification is possible of paid workers as between 
full-time and part-time workers. Persons who worked only part-year as wage or 
salary earners are identifiable but some of these may have been in the labour 
force as self-employed during the rest of the year rather than outside the labour 
force. 

2. INCOME FROM EMPLOYMENT BY 
CHARACTERISTICS OF WORKER 


WAGE EARNINGS BY SEX AND DURATION OF EMPLOYMENT 
The differentials in earned income of men and women workers reported 


for the labour force were almost as pronounced as the total income differentials 


3 Regional patterns are not discussed in this chapter put are examined in Chapter 7. 
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for all male and female income recipients discussed in the previous chapter. Average 
income of female income recipients was 41 per cent of the male average, and 
average earned income per female in the current labour force was only 49 per cent 
of the equivalent average for the male labour force. 


The marked differences in the participation rates and working patterns of the 
male and female populations of working age have already been commented upon.* 
Primarily because of marriage and the responsibilities associated with marriage, 
women had much lower labour force participation rates. Further, of those who did 
seek employment, a much higher proportion worked only part of the year than did 
the male labour force. Male entry into the labour force after the completion of 
schooling is usually a permanent entry until retirement starts to occur in the 
older age group, usually beyond the age of 55. Women, to a considerable extent, 
move in and out of the labour force during their lifetimes. The duration of 
employment during the year, therefore, constitutes an important explanation of 
differences in levels of annual earnings by sex of worker, and the unavailability 
of such data in detail by labour force characteristics makes it impossible to 
segregate the amount of time worked as an explanatory factor of differences in 
annual earnings. 


Approximately 89 per cent of women and 80 per cent of men in the current 
labour force were employees so that such data as exist covered the majority of 
the labour force. Among all wage-earners, 71 per cent of males reported working 
in 40 to 52 weeks for a usual work week of 35 hours or more, but only 57 per 
cent of women employees reported a similar degree of participation. 


Cross-classifications of wages and salaries earned are available only by 
weeks reported and age, and by weeks reported and broad occupational group.° 
If an examination of earnings differentials is restricted to earnings of full-year 
workers, defined as those working in 49 to 52 weeks and usually working 35 hours 
per week or more, there is some narrowing of the differences between the earnings 
of the two sexes. Table 4.3 summarizes the distribution of wages and salaries 
earned by all wage and salary earners in the current labour force and the wages and 
salaries earned by those working the full year full-time. 


et 


Average wages and salaries of full-year women workers were $2,620 or 59 
per cent of the male average of $4,446 in contrast to 54 per cent for over-all 
average female earnings as a ratio of male earnings. 


4The labour force behaviour of men and women is discussed in more detail, DBS Census 
Monograph. Historical Estimates of The Canadian Labour Force by Sylvia Ostry and 
Frank Denton (Cat. No. CS 99—549/1967). An analysis may also be found in a study of the 
Department of Labour, Women at Work in Canada, Ottawa, 1964. 


5 5 5 " r 
Detailed occupational information for Canada not available. 
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Table 4.3 — Percentage Distribution of Wage-Earners in Current Labour 
Force by Sex and Size of Wages and Salaries, Year Ended 
May 31, 1961 


All wage-earners Full-year workers 


Income group 


Minder SOOO" Foote ats ee eh. 
PE ROOO = ol GOOM eee Rav os ee bug hess 
ROO =D 99 he lei ved teva cis @ wierie, aus 
BeOS tS OO Dae Pema UNaciehe ray ners cap scion the 
ATOOO =" 4 GOO RMR UES Ae ee k's Me teekl 
SUG SLO) yh ae Re, Cee 
C000 =) 26, 99S ieys (ai Mraibsat i eroded seetonns 
TOL S K2 ke IE Le | ee ee ee 
HSOOO TAN GIOVED cyodel ac sd cus cel ls ecw 8) oe 
MN QEAISA MONEE mah odie de (eG ws cass 6 


Average wages and salaries........... 
Median wages and salaries ........... 


4Working in 49 to 52 weeks during the previous year and usually working 35 hours or 
week. 

SOURCE: DBS, 1961 Census of Canada, Vol. III, Part 3, Earnings of Wage—Earners 
by Marital Status and Age (Cat. No. 94-536), Table 15, for columns 1 and 2; Vol. VII, Part 1, 
Earnings and Income Distribution (Cat. No. 99-524) for columns 3 and 4. 
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As these statistics indicate, confining the comparison of earnings to two 
groups with homogeneous characteristics as to weeks and hours of employment 
and class of worker status eliminates only a small fraction of earnings differentials. 
Other attributes that may exert a greater influence on the level of earnings are age, 
level of schooling and occupation. Age can be considered as an imperfect proxy for 
the experience that may develop on the job in the years after commencement of 
continuing employment. As the census did not collect data on the number of years 
worked no information exists as to the actual work history of the labour force. Age 
can be considered only, as a partial indicator of experience because the age of 
permanent entry into the labour force would be closely related to the age at 
which formal schooling was completed. For males entry into unskilled occupations 
where little schooling is required may be at the age of 15 or 16 but entry into 
occupations requiring long and intensive training may not occur until age ZS 
or 26. For males, different occupations would embody different periods of 
experience for the persons constituting the same age group. 


Because of the tendency of the female labour force to move into the labour 


- force after completion of schooling and to leave again for some years after marriage, 


there may be little correlation between age and job experience. The married 
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woman returning to work at 35 or 40 years of age after a 10- or 15-year withdrawal 
from the labour force may find that re-entry into the labour force is possible only 
at salary or wage levels offered to inexperienced workers with no previous work 
history. This would be especially the case in occupations where on-job experience 
is important. 


Much smaller variations are evident in earnings by age groups among female 
wage-earners as compared with male wage-earners in the labour force during the 
full year. Average and median wages and salaries of male and female employees in 
the current labour force are summarized in Table 4.4. 


Table 4.4 — Average and Median Wages and Salaries, by Age and Sex of 
Wage and Salary Earners in Current Labour Force Employed in 49 
to 52 weeks? during Year Ended May 31, 1961 


Ratio 
female to male 


Females 


Median 


aThese are average earnings of employees in the current labour force who reported 
usually working 35 hours a week or more. 

SOURCE: DBS, 1961 Census of Canada, Vol. III, Part 3, Earnings of Wage—Earners 
by Marital Status and Age (Cat. No. 94-536), Table 15, for columns 1 and 2; Vol. VII, Part 1, 
Earnings and Income Distribution (Cat. No. 99-524) for columns 3 and 4. 


Male wage-earners showed a rising earnings curve from the youngest age 
groups until the ages of 35 to 44 when peak earnings were reported, although 
earnings for the next age group were only slightly lower. If average earnings of 
males and females aged 35 to 44 were taken as 100, average earnings of the other 
age groups would show the relationship given in Table 4.5. 


The highest average earnings, by age groups, among males between ages 15 
and 65 were nearly two and one half times the lowest average earned, but among 
women the highest earnings were only some 50 per cent greater than the lowest 


average reported. For women, average earnings showed remarkable stability after — 


the age of 25. As has been indicated, there are no data available on discontinuities 
in employment during the working lifetime of women to examine the influence of | 


| 
| 
: 
: 
) 


such interruptions on earnings by age. Many of the women in thire thirties and | 


forties might have been recent re-entries into the labour force. 
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Table 4.5 — Ratio of Average Wages and Salaries by Age Group to 
Average Wages and Salaries of Age Group 35-44, Year Ended 
May 31, 1961 


Age group Females 


SOURCE: Calculated from Table 4.4. 


Interestingly, average earnings among the youngest age groups shown indicate 
the differentials between male and female earnings were relatively small for the 
young; the male average earnings being only 14 per cent higher than those of 
females. Studies of the transition from school to labour force participation suggest 
that schools, at least at the secondary level, prepared girls for immediate careers 
after graduation more readily than boys.© The age group 15 to 19 in the labour 
force would consist primarily of secondary and elementary school graduates or 
school girls working part-time. Girls can obtain permanent employment more 
easily after leaving school in what are considered to be traditional feminine 
careers, such as the clerical occupations and other occupations favoured by women 
require relatively little additional training beyond secondary school, as for example, 
teaching or stenography. Boys, on the other hand, are often faced with a long 
apprenticeship and go on to obtain more advanced training in technical institutes 
or at universities. Secondary or technical school graduation qualifies girls for 
immediate employment in white collar and service occupations but boys, except 
for those who might have completed vocational training, usually must obtain 
further training. Thus, boys appear to experience greater difficulty in finding 
employment in the first years after completing elementary or secondary school 
and, in recent years, the age group 15 to 19 had high rates of unemployment.’ 
Further, of those working, many might be in occupations involving some years of 
on-job apprentice training with accompanying low wages during the initial years of 
apprenticeship. These factors may have had less effect on the earnings of girls in 
the youngest age groups so that, for the earliest years, annual earnings of the 
young of both sexes were nearly equal. 


A standardization of earnings by age was calculated to see whether 
differences in the age structure of the male-female labour force could account for 


®See, for example, Oswald Hall and Bruce McFarlane, Transition from School to Work, 
Department of Labour, The Interdepartmental Skilled Manpower Training Research Com- 
mittee, Report No. 10, Ottawa, 1962. 


7 Unpublished data from the monthly labour force survey of 1961 show that unemployment 
rates for the age group 15 — 19 were more than twice as high for males as for females. 
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some of the earnings differentials. For the group of full-year employees, average 
female earnings were standardized by the male age distribution. Average earnings 
of all female workers standardized on age were $2,726 or 61.3 per cent of the male 
average as compared with a ratio of 58.9 per cent for the unstandardized average. 
Little of the differential is removed by standardizing by age, which is not 
unsurprising in view of the similarity of average earnings for all female age groups 
between ages 25 and 65. 


INCOME FROM EMPLOYMENT BY AGE AND EDUCATION 


One qualification is necessary to the above comments on age and earnings 
reported by women workers. When the level of education is added as a variable, 
age-earnings profiles of women do indicate differences between age groups. Women 


in the labour force who were university graduates showed greater variability of | 


earnings by age than did women with only elementary or secondary school — 


educations. The earnings of women with a secondary school education were 
higher than the earnings of women with only elementary schooling and also 
exhibited more variability. 


However the differentials in average earnings between age groups for the 


female labour force with university training were substantially less than the | 
differential for males with university training. Table 4.6 summarizes average | 


earnings reported by sex and age for selected levels of schooling of the non-farm 
labour force. 


These statistics are for all workers including part-time workers. If data by 


age and level of schooling were available for the full-time labour force only, more — 


distinct age-earnings profiles might be evident for women. When duration of 
employment was examined for individual offcupations, the female labour force in 
more highly paid occupations showed more stable employment patterns than in 
lower paying occupations. The more highly paid occupations would demand more 
education as a prerequisite while higher earnings might in themselves induce 
women to work on a year-round basis. ® 


The female labour force, as a whole, tended to be better educated than the 


male labour force. Although the median years of schooling of the female labour | 


force were not much higher than for the male labour force, the proportion with 


elementary schooling only was substantially lower and the proportion with four to 


five years of secondary school education was higher. 


Median schooling for males was approximately one year of secondary school 
and for women it was two years of secondary school. However, 44 per cent of 


males compared with only 30 per cent of the female labour force had only > 


elementary school. Somewhat over one third of women workers had four years or | 


8 4 | 
For evidence, see DBS, 1961 Census of Canada, Earnings, Hours and Weeks of Employment 


of Wage-Earners by Occupations (Cat. No. 94-539). 
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more of secondary schooling but only one quarter of men had this level of 
education, although the male labour force had a higher proportion with university 
graduation than did the female labour force. These observations about the calibre 
of female education vis-a-vis male education must be qualified somewhat by the 
fact that the census measured only the amount of education received in elementary 
and secondary schools and universities. The census did not measure training 
obtained through such means as trade schools, and teachers’ colleges, or through 
apprenticeship programs. Education received through normal educational channels 
in elementary schools, secondary schools or universities might account for only. 
part of the background needed to enter many occupations. Supplementary training 
might have been more significant for men than for women and, if taken into 
consideration, might lessen the apparent differences between the amount of 
schooling each sex had completed. 


Table 4.6 — Average Earnings of Wage and Salary Earners and Total Non-farm Labour Force 
by Sex, Age and Selected Level of Schooling, as at June 1, 1961 


Wage and salary earners* Non-farm labour force ‘ 
Schooling and age 


group Average Ratio Average Ratio 
Male | Female | F/M Male Female} F/M 

$ $ $ $ 

Elementary Schooling — 

Wider 25y us apenas webs 1,784 1,171 0.66 ICDS Na 947/ 0.64 
DS 34 ake sines ei otte e “ 3,035 1,550 0.51 3,311 1,521 0.46 
Doi 44 eine hits 6s fay siks 3,312 1,560 0.47 3,653 1,627 0.45 
ASN SA seh, RUE 3,285 1,575 0.48 3,648 | 1,664 0.46 
De OFS, saad, Ses t sher shee: 3,168 1,518 | 0.48 3,480 | 1,617 0.46 
Total seabece scat baste 2,990 | 1,458 | 0.49 0.46 


Secondary School 4 — 5 years — 


Mon Ger 25 irish, x88 UG, ee 1,960 0.81 2,497 | 2,000 0.80 


DES S car icn neshoin vusass © 23599 0.57 4,760 | 2,437 0.51 
BAA es eat cheat ah spies = 2,565 0.48 STEED | PASTY 0.45 
AIST OF eh te fe) 3 of Bay oh ol oles 2,760 0.50 6,130 | 2,548 0.42 
5164 ras she & 2,878 0.54 5,944 | 2,920 
Jd otals’s qejele! rcs 2,393 0.54 4,813 0.51 
University Degree — 
Winder 25ih ater. bees. 2,721 0.91 3,406 0.79 
RROD. os Seis Teh eisretiys. 3,802 0.64 6,909 0.56 
Sb) St Ce oe eee 4,343 0.55 9,966 0.43 
BE DA ene sere iis eos ke, 4,798 0.58 10,821 0.45 
SOF Tee shel tee es 5,080 0.63 10,609 0.48 
Totalstmeneaen. sete 4,061 aa 8,866 | 4,067 0.46 


@aAverages for wage and salary earners are average wages and salaries earned; for 
the total labour force the averages represent average earnings from all employment either as 
an employee or in a self-employed capacity. 

SOURCE: Wage-earners data are unpublished data from the 1961 Census. For male non- 


' farm labour force aged 25 to 64 data obtained from 1961 Census of Canada, Vol. IV, Incomes 


of Individuals (Cat. No. 98-502), Table B6. Data for males and females ages 15-64 are shown 
in the statistical appendix to this chapter which shows earnings by broad occupation and level 
of schooling. 
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Table 4.7 — Percentage Distribution of the Total Current Labour Force 
by Level of Schooling, as at June 1, 1961 


Females 


Level of schooling 


Elementary — 


Dessithan:5:yearsemae nc eaeee cr eipska. cuemen 1 eles tes! 

SVeaTS ANC:OVEL sacuiy nus -oexemeneNee dace A aesael Sake So 
Secondary — 

Lom SV EAES ci cals vauspcbeg te ot enakekopabne Mama eke ee 31.1 

Ave § Veats sie eos «5.8 cue! silty: Goer tea uel irene 15.3 
University — 

Some university ce. aiere ctencne cue nenono omen 4.3 

Degree..: Ss cMe aie) eRe. RS ee eee ae 4.9 


SOURCE: DBS, 1961 Census of Canada, Occupations by Sex Showing Age, Marital 
Status and Schooling (Cat. No. 94-509), Table 17. 


Despite these reservations, it can reasonably be said that educational 
differences were not a factor in accounting for lower female earnings; on the 
contrary, the direction of the differences was such that education should be 


expected to have had some equalizing effect. The statistics shown in Table 4.6 | 


suggest that when comparisons are restricted to employees only, education did 
diminish the size of the gaps between male and female earnings by age groups but 
no such effect was evident when the total labour force was examined. For wage- 
and salary-earners, the higher the level of education, the smaller the difference in 
earnings of males and females in the same age group and possessing the same level 
of education. But it must still be noted that average wages and salaries of women 
with secondary school graduation were lower than the average earnings of males 
with only elementary schooling, and that women with some university training or 


university degrees reported lower averages than males with only secondary school | 


education. 


When the comparisons are extended to the non-farm labour force as a whole, 
including the self-employed and employers as well as employees, the differentials in 


earnings by age and schooling were as great for higher levels of schooling as for the © 


less educated. The relationship between the average earnings of male and female | 


university graduates was approximately the same as the relationship between the 


average earnings of the segments of the labour force having only elementary | 
schooling while differences were somewhat narrower for those who completed | 
four to five years of secondary schooling. This may be attributed to different | 


patterns of earnings by class of worker for the two sexes. Among the male labour 
force, males who were self-employed or employers, on average, had higher earnings 


than did males who were employees; on the other hand, average earnings of self- , 


employed women differed little from average earnings of those on a wage or salary. 
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Many of the occupations with high earnings, such as medicine and law, had a high 
proportion of self-employed and consisted largely of university graduates. Women 
with university degrees were usually found in salaried occupations. 


3. OCCUPATION AND EARNINGS 


OCCUPATIONAL STRUCTURE 


A partial explanation as to why, for higher levels of education, the level of 
schooling appears to have such limited effect in narrowing the earnings gap between 
the male and female labour force may be the occupational structure of the two 
groups within various levels of schooling. It is obvious in an examination of the 
occupational distribution of each that their occupational choices are not the 
same.? A limited number of occupational categories are completely closed to 
women because, for example, the work may be physically too demanding. The 
occupational classes of logging, fishing, trapping, hunting and mining are 
comprised almost entirely of males. To the extent that a woman is found in 
agricultural occupations, it is usually as an unpaid family worker on the farm of a 
husband or father rather than as a paid worker or a farm operator. With the 
possible exception of mining, these are occupations that demand little training or 
education for entry and in which earnings tend to be at very low levels. Exclusion 
of women from these occupations would not result in lower earnings for women. 


Table 4.8 shows the distribution of the male and female labour force with 
selected levels of schooling by broad occupational groups. For males with only 
elementary schooling, the largest proportion, approximately one third, worked as 
craftsmen and production process workers. This occupational group includes 
production workers in manufacturing, tailors, carpenters, machinists and mechanics 
and construction occupations such as painters, electricians and bricklayers. Nearly 
one fifth of the group with elementary schooling were farmers and farm workers. 
The remainder were found scattered through other occupational groups; some six 
per cent, for example, were in managerial and professional occupations. 


With higher levels of education, as might be expected, the pattern of male 
employment shifted markedly. Of those who completed four to five years of 
secondary school, some 30 per cent were in managerial and professional 
occupations, approximately one quarter were in clerical or sales occupations 
and only slightly over one fifth were craftsmen and production workers. Among 
those with university degrees, 17 per cent were in managerial positions and 69 per 
cent followed professional and technical careers. 


For a discussion of the occupational composition of the labour force and of changes 
through time, see Noah M. Meltz, Changes in the Occupational Composition of the Canadian 
Labour Force 1931-1961, Occasional Paper No. 2, Economics and Research Branch, Department 
of Labour, Ottawa, March 1965. 
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For all levels of schooling the female labour force shows a greater concentra- 
tion of employment in particular occupational categories than does the male 
labour force.'° Approximately 40 per cent of women workers with only 
elementary schooling were in service occupations and nearly one quarter were in 
the category of production workers. The service occupations were characterized by 
low wage rates and, for the female labour force, by a high degree of part-time and 
part-year employment. Less than onehalf of women employed in service 
occupations worked in 40 weeks or more for periods of 35 hours or more per 
week. For a large segment of the male labour force in service occupations, earnings 
were also at very low levels and it is probable that wage rate differentials for men 
and women might be less in these occupations than in occupations requiring 
greater skills. Service occupations include two quite different categories of 
occupations. One category, called protective occupations, includes the armed 
forces of all ranks, police forces and firemen. Earnings in these service occupations 
were comparable to earnings in some of the skilled craft occupations. These 
occupations were held almost entirely by males. The second category includes 
occupations such as waiters or waitresses, cooks, barbers, hairdressers, janitors and 
charwomen. In this second category the number of women engaged in these 
occupations was substantially greater than the number of men. Male earnings in 
these occupations were also at very low levels and it is possible that the prepon- 
derance of women workers in such service occupations might have influenced the 
wage rates of men. Although, as in all other occupational groups, average male 
earnings were higher, this might be due to the greater incidence of full-year 
employment among male service workers rather than to higher wage rates.!? 


Service occupations might be attractive to women workers because these 
have been expanding areas of employment, little skill or training was required for 
entry and part-time or casual employment is readily found by those who do not 
want to become attached to the labour force on a full-time basis. In the crafts and 
production occupations, women workers also tend to concentrate in certain 
traditionally feminine occupations. In 1961, nearly half of such women workers 
were in occupations associated with the textile and clothing industries — some 38 per 
cent worked as tailoresses, dressmakers, sewers and related occupations, and seven per 
cent as spinners, knitters and weavers. In these occupational categories the number 
of women workers almost equalled or exceeded the number of male workers. Another 
production occupation employing a substantial proportion of female workers was 
bottling, wrapping and labelling. Here again there were more female than male 
workers. The textile, clothing and packaging occupations accounted for approxi- 
mately 60 per cent of women workers in the crafts and production occupations, in 
contrast to only five per cent of males in this occupational category. Again, these 
were occupations in which male earnings were relatively low. 


10 Meitz, op. cit., p. 31, points out that 89 per cent of the female labour force was in 
five occupational groups. 


II statistics not available at the time of writing for individual occupations to examine 
Service occupations excluding the protective service occupations. 
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Male workers with four to five years of secondary schooling had possibly the 
most varied employment patterns among the male labour force and were more 
widely distributed among the various occupational groups than those with more or 
less education. The majority of women workers with this level of education were 


concentrated in two broad occupational groups — clerical occupations, which | 


accounted for almost one half of all employment of women, and professional and 
technical occupations, which absorbed 30 per cent. Again, because of this concen- 
tration of women in the clerical categories, the number of women workers 
exceeded the number of male workers. In the professional category two 


occupations included the great majority of women secondary school graduates in — 


the labour force — approximately 45 per cent were teachers and 49 per cent were 
graduate nurses or nurses-in-training. The teaching classes at the elementary and 


secondary school level were again heavily weighted with women workers and — 


nursing was an almost exclusively feminine occupation. A comparison of average 


salaries in the clerical and teaching occupations indicates that, for secondary school | 


graduates, male-female earnings differentials were less than for other combinations | 
of occupation and schooling. For the same age categories, female earnings ranged _ 


around 60 to 70 per cent of the equivalent male average.” Again, it is possible 
only to speculate as to why, in these occupations in contrast to other occupations, 
salary gaps were narrower. 


The availability of a large supply of well-educated women workers for 


clerical occupations may be a factor in depressing the level of male salaries.) 
In teaching, most provinces have no sex differentials in their salary scales and, 


therefore, earnings differences may result from differences in levels of experience, — 


differences in the extent to which women teachers work full-time or differences in 
the proportion occupying supervisory or senior positions in the school system. For 
example, in reporting weeks of employment, approximately 87 per cent of male 
teachers worked in 40 weeks or more in the year preceding the census, but only 
77 per cent of women teachers were in this category. 


Approximately 78 per cent of women workers with university degrees were | 
in professional or technical occupations and, of these, teaching and nursing | 
absorbed almost two thirds of graduates, and nine per cent were social welfare | 
workers or librarians. Surprisingly, 12 per cent of women with university degrees | 
were employed in clerical occupations, a category of employment where a. 


12 : ; : : A A 
Average earnings of women in clerical occupations in the current labour force working 


in 49 to 52 weeks in the year preceding the 1961 Census and usually working 35 hours or more | 


were 74 per cent of those of male workers in clerical occupations with the same amount of 
employment. 


13 F 
Department of Labour data on salary rates by sex and occupations for selected clerical 


occupations suggest that, although salaries are higher for male office workers, differentials 
may be as low as 10 per cent with the lowert differentials existing in the more junior occupa- ; 
tions. For data on wage and salary rates by occupation and locality, see the annual reports of the 1 


Department of Labour, Wage Rates, Salaries and Hours of Labour, Ottawa. 
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university degree was of little financial advantage.'* This is substantiated by the 
statistics in Table 4.9 on average earnings by occupation, age and level of schooling. 


_ Women teachers with university training had average earnings substantially higher 


than those with only secondary schooling but nurses with higher levels of education 
had only moderately higher earnings than those with less education.5 The 
managerial and professional groups of occupations were the occupations offering 
the highest potential earnings to labour force participants. Employment in 
managerial occupations was important for the male labour force with secondary 
school graduation or better, but for women, even those with university degrees, such 
employment was of negligible importance. In the professional pursuits, women were 
concentrated in those occupations where the potential earnings ceiling might be 
relatively low while the male professional labour force consisted of a very diverse 
range of occupations, such as engineering and other scientific pursuits, medicine 
and law. Although some women did train for these careers, they formed only a very 
minor segment of these professional occupations. 


One can only speculate as to why few women train for the more highly paid 
occupations. The majority of women marry and, in the past, have usually left the 
labour force after marriage. This may have resulted in an unwillingness on the part 
of women students and their parents to invest in acquiring a lengthy and 
expensive training. The changing attitude toward the employment of married 
women and the expectation of many of these women that paid employment will 
be a continuing part of their lives may, in future, result in some shifts in the 
occupational composition.'® 


An adequate examination of male-female earnings differentials requires much 
more data than the census provides. Ideally, along with occupation, age and level 
of schooling, data on rates of pay, or alternately, annual earnings for full-year, 
full-time workers, are required as a minimum. Data exist for only a few of these 
variables in conjunction with each other so that differentials can be considered 
only in the context of limited homogeneity. 


A comparison of average annual earnings of all wage-earners in the current 
labour force with average annual earnings of wage-earners working in 50 to 52 


Bruce W. Wilkinson in Studies in the Economics of Education (Ottawa: Denartment of 
Labour, Economics and Research Branch, Occasional Paper No. 4, July 1965) estimates the 
educational requirements for the different occupational categories and the extent to which the 
labour force in 1961 in these occupations was under or over educated. His estimates indicate 
that in some categories, especially the clerical occupations, the female labour force has a 
higher level of schooling than the jobs require. 


15 These observations are based upon an examination of unpublished data. 


16The study by Meltz, Changes in the Occupational Composition of the Canadian Labour 
Force 1931-1961 concludes that there has been less change in the occupational composition 
of the female labour force between 1931 and 1961 than in the male labour force. The major 
changes in the female labour force have been an increase in percentage employed in clerical 
occupations and a decline in the percentage employed in service occupations. Despite the 
fact that the 1961 labour force would be a more highly educated one, the percentage employed 
in professional occupations was lower than in 1931. 
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weeks and normally working 35 hours per week or more shows that some 
narrowing of the occupational differences occurred for broad occupations when 
part-year workers were excluded. The averages are shown in Table 4.10. As 
might be expected, the greatest changes occurred in the sales, service and 
recreation occupations. 


Table 4.10 — Average Wages and Salaries of All Wage-Earners in Current 
Labour Force and of All Wage-Earners Employed the Full Year, 
by Occupation and Sex, Year Ended May 31, 1961 


All wage-earners Employed full year 


Managerial ts. 2% 2 casts hit Ares: By? 
Professional and technical. ..... .60 
Clerical Grays arson deh Seem eemens .74 
Salesirpears wewe-ale rete) dies: oun ceo 45 
Service and recreation ........ 47 
Transportation and communication 65 
Earm:wOrkers*--eecere ee. cuales cece .60 
Craftsmen and production workers. 5) 


MabOuUreISD. no cole tet tists fetecse oes 


a Wage-earners working in 49 to 52 weeks and usually working 35 hours or more per 
week. 


SOURCE: For all wage-earners, see DBS, 1961 Census of Canada, Earnings, Hours and 
Weeks of Employment of Wage-Earners by Occupation (Cat. No. 94-539), Table 21; all wage- 
earners employed full year from unpublished data. 


The statistics in this table are for broad occupational categories which 
include occupations with widely different skill and educational requirements. The 
differences in occupational concentrations of men and women workers within 
these broad groups has already been commented upon. However, an examination 
of unpublished data on earnings by sex, age and schooling for specific occupations 


indicates that the differences evident for broad occupations were equally evident | 


for individual occupations. 


As a test of the possible effect of the internal occupational mix on broad 
occupational averages, female earnings in managerial and professional occupations 
for the non-farm labour force were standardized by the male occupational 
distributions. In the professional classes the unstandardized average female 
earnings were $3,099 or 46.4 per cent of male earnings while standardized average 
earnings rose to $3,569 or 53.4 per cent of the male averages. Standardizing in the 


managerial classes raised the female average from $2,914 or 42.0 per cent of the | 
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jmale average to $3,462 or 49.9 per cent of the male average. Thus, although 
(standardizing for internal occupational differences within occupational groups 
removed some of the differentials, structural differences within broad occupational 
‘groups in themselves explain to a limited degree the differences in average earnings. 


In summary, age and schooling in themselves appear to be of no significance 
jin explaining differences in levels of earings between men and women. The data 
| suggest that number of weeks or months worked and Occupation together are 
\much more significant in explaining the level of earnings of each sex. However, 
' these two factors, in themselves, are likely to explain away less than half of the gap 
that exists. 


A number of studies of determinants of earnings have stressed the importance 
of experience, especially among the more highly educated segments of the labour 
force, as a significant factor.’7 Discontinuous work experience may prevent women 
‘from moving into positions of more senior responsibility and, as a result, 
experience may affect male earnings to a greater degree than female earnings. 

Discrimination may also explain some of the variations in earnings. Department of 
Labour data indicate that for equivalent occupations in the same labour market 
women invariably are paid at lower rates than men in the same occupations.!® A 
full explanation of differentials requires much more data than are now available. 


| The remaining sections of this chapter discuss in somewhat more detail 
other characteristics of the male earnings distribution. 


4. EARNINGS OF MALE LABOUR FORCE BY 
OCCUPATION CHARACTERISTICS 


CLASS OF WORKER 


In addition to age and level of schooling, class of worker is a variable 
‘that affects the structure of male earnings. The data presented in Table 4.11 
‘show the earnings distribution of the non-farm labour force by size of earnings 
and by class of worker — worked for others (including unpaid family workers) and 
self-employed (with or without employees) for broad occupational groups. The 
Statistics for the agricultural labour force were restricted to persons in agricultural 


: See, for example, Gideon Rosenbluth, ‘Salaries of Engineers and Scientists 1951”’, 
Canadian Political Science Association, Conference on Statistics, 1960, edited by E.F. Beach 
and J.C. Weldon, (University of Toronto Press, 1962). This study, which used data almost 
‘entirely restricted to male engineers and scientists, concluded that one fifth to one third of 
Salary variance was due to experience, function, industry and region, with experience of most 
significance. The study suggested that other factors not examined may account for the 
greater part of the salary variation — size of employing firm, size of place of residence, 
differences in ability, market opportunities and bargaining power. See also Jacob Mincer, “‘In- 
‘vestment in Human Capital and Personal Income Distribution’’, Journal of Political Economy, 


‘August 1958. 


| See Department of Labour annual reports on Wage Rates, Salaries and Hours of Labour. 
| 
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occupations resident off-farm and not working as’ farm operators. The majority of 
) this occupational category were farm labourers. 


} The self-employed constituted somewhat over 11 per cent of the non-farm 
| labour force with earnings. Nearly one-half of these were in managerial occupations, 
‘some 10 per cent were professionals and 17 per cent were craftsmen or production 
workers such as painters, shoe repairmen, tailors and so forth. The remainder were 


| dispersed through other occupations. 


In most occupational groups, earnings of the self-employed were higher than 


earnings of persons who were in the employ of others. There were two exceptions 
‘to this — in the managerial classes the salaried labour force had higher average 
earnings than own account workers, and in mining occupations miners on wages 
reported higher earnings than the self-employed. However, the number of self- 
employed in mining occupations was exceedingly small. In two occupational 
categories, craftsmen and production workers and labourers, although average 
earnings differed little for both categories of workers, median earnings were lower 
for the self-employed. 


It should be pointed out that there is considerable ambiguity in statistical 
data by class of worker. For legal purposes, such as income tax administration, a 
person is considered to be self-employed only if he is operating an unincorporated 
business; persons actively engaged in the operation of a privately incorporated 
business of which they may be majority shareholders are treated as salaried 
managers. Technically, then, class of worker status changes when the legal form of 
a business changes. This is the classification that underlies national accounts 
‘estimates of the earned income components of personal income. 


There is much evidence to suggest that, in reporting on censuses and surveys, 
business proprietors who have incorporated their businesses are ambivalent in their 
wiews as to their status. Many appear to report themselves as self-employed while 
‘others will classify themselves as salaried managers. Census statistics of the self- 
‘employed cannot therefore be unequivocally considered as representing only self- 
employed persons working on a free-lance basis, or operating an unincorporated 
business. '? 


Owners of incorporated businesses who are categorized as working for others 
and who are majority shareholders in their own business may exercise the same 
degree of control over the operations of the business as persons who own 
unincorporated businesses. It is usual to incorporate privately owned business 
Pies of substantial sizes for taxation and other reasons but incorporation of 


{ 19 The reporting of the sources of income is also affected by these inconsistencies in the 
classification of the proprietors of privately incorporated businesses. The problem is discussed 
In more detail in Appendix B. A study is in progress as to the extent of internal inconsistency 

Petween class of worker and income sources by occupation and other characteristics but 
‘fesults are not yet available. Some preliminary research using monthly labour force surveys 
data Suggests that perhaps one fifth to one third of the non-farm self-employed, in fact, own 
incorporated businesses. 
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professional practices, on the other hand, is not legally permissible. Because of this _ 
classification problem, comparisons of the level of earnings of business proprietors" 
and other classes of self-employed must be made with some caution — it is possible, _ 
for example, that business proprietors as a group earn more than self-employed | 
professionals. However, because the statistics do not distinguish between salaried 
proprietors of private companies and managers in public corporations, such a 
comparison cannot be made. 

Although average earnings of the self-employed as reported in the 1961 
Census tended to be higher, greater inequality existed in their earnings distribution. 
While average earnings were approximately 50 per cent higher than those of 
employees, median earnings were only nine per cent higher. The proportion of ! 
self-employed in the lowest income brackets was equivalent to the proportion with 
low incomes among those working for others. However, at the upper end of the | 
distribution, earnings of $10,000 or more, some 15 per cent of the self-employed | 
had On of this size but less than three per cent of employees attained this level 
of earnings.”° 


Self-employed as a category encompasses the whole range of occupations, | 
from the highly skilled doctor or architect with a professional practice, or the 
business proprietor with a construction business or a retail store, to the barber who. 
operates without assistance or the carpenter taking on odd-job assignments. The 
position of self-employed carpenters would differ little from that of a wage-earner 
as these workers earn their income by accepting employment from others. The 
main distinction may be that they work for a series of employers rather than one. 
employer. | 

The 1961 statistics suggest that, in many occupations, potential earnings 
were much greater for the self-employed than for those who opted for working on, 
a salary basis. This was the case in professions such as law, medicine or engineering. 
However, skill and training were not the only prerequisites, as the self-employed 
person must often invest considerable capital as well in his practice or business 
before earnings become possible. It has already been pointed out that, in many 
cases, earnings, therefore, contained an element of returns to capital invested as well 
as returns to labour. Along with the need for capital was the risk and uncertainty 
involved in working on one’s own account. In many instances, when confronted 
with the necessity of making a choice, the preference might be for the security 
of a guaranteed fixed annual salary rather than the hazards involved in developing 
a business or practice. ' 

Not all occupations offered the prospect of a high income for the self: 
employed person and the decision to work as an own account might be influenced 
by other reasons, such as a desire for independence or the freedom of setting one’: 
own hours or conditions of work. In some cases this might be considered more 
important than the assurance of a regular pay cheque. For example, approximately 


V | 


20 There appears to be an upward bias in the income estimates tor the self-employed and 
the estimated percentage may be too high. See the discussion on response errors in Appendix B. 
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17 per cent of the self-employed were craftsmen or production workers. Average 
and median earnings were lower than for employees; 44 per cent reported earnings 
of less than $3,000, in contrast to 29 per cent of employees in this occupation 
group. Although in some of the crafts and production occupations on average the 
self-employed earned more than wage-earners in similar jobs, in few cases were 
these differences very large. Further, the self-employed person usually had to 
invest in equipment, business premises, and so forth to work on own account. 
Where differentials existed in favour of the self-employed, the differentials 
themselves may have represented relatively low returns on the capital invested and 
the risks involved in entrepreneurship. 

Although the ranking of average earnings differed by broad occupational 
groups for employees and for self-employed, in general there was some similarity 
in the rankings.’ The occupations with higher wages and salaries tended to be the 
/occupations with the highest earnings among the self-employed and those with 
et wage earnings were also low for income from self-employment. 


RANKING OF SPECIFIC OCCUPATIONS 
The ranking of individual occupations by size of average income from 
employment is closely correlated with the ranking of the occupational group in 
which each occupation belongs. Table 4.12 presents statistics on the individual 
‘occupations composing the two lowest deciles and the two highest deciles of 
occupations when occupations are ranked by size of average earnings reported. 
These rankings are for the non-farm labour force in total — that is, both classes of 
workers combined. Statistics for the third to eighth deciles are not shown. 
| The occupations listed in each of these four deciles represent 10 per cent of 
the total non-farm labour force. Within each decile the occupations are ranked by 
size of average earnings. The two lowest deciles comprise those occupations where 
average annual earnings fell below $2,974, while the average incomes from 
employment of the occupations in the two top deciles were in the range of $5,571 


] 


to $15,083. This means that for the 60 per cent of workers in the remaining 
‘occupations, average earnings ranged from approximately $3,000 to $5,500. In 
addition, statistics are presented on median earnings, the proportion of workers 
with above-average schooling and the coefficient of dispersion is calculated. For 
purposes of this analysis above-average schooling is defined as the percentage in the 
occupation having attained four to five years of secondary schooling, or having 
some university training or a university degree. As already indicated, the median 
years of schooling for the male labour force in total was one year of secondary 
schooling: only one quarter of the male labour force had four to five years of 
secondary schooling or more. 


( 21 For employees the ranking of occupational groups from highest to lowest earnings was 
‘as follows: managers, professionals, miners and quarrymen, sales occupations, craftsmen and 
production workers, transportation and communication workers, clerical occupations, service 
occupations, labourers, loggers, fishermen, trappers and hunters and farm workers. Le 

The ranking of self-employed was: professionals, managers, sales occupations, clerica 
occupations, transportation and communication occupations, service occupations, craftsmen, 
farm workers, labourers, loggers and fishermen, hunters and trappers. 
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Inequality of earnings exists not only between occupations but also within 
occupations. The average or arithmetic mean, the median and the coefficient of 
_ dispersion are indicators of inequality. In a normal distribution the average or 
arithmetic mean and the median will tend to coincide; the greater the difference 
between the mean and median the greater the skewness of earings within the 
occupation and the more unequal the distribution. The median is that income in 
the distribution which divides the distribution in half; that is, one half of workers 
earn less than this amount and one half earn more. 


The coefficient of dispersion is calculated by dividing the inter-quartile range 
- (Q3-Q;) by the median. The first quartile is the point below which the lowest one- 

quarter of earners fall and the third quartile is the limit above which the highest 
"quarter of earners are found. For example, if the median is $5,000, the first 
quartile $4,000 and the third quartile $6,000, the coefficient of dispersion is .400 
or $2,000 divided by $5,000. The greater the coefficient of dispersion, the greater 
| the gap between the lower and higher incomes and the median income in a size 
| distribution of income for an occupation. A high coefficient of dispersion, then, 
is another indicator of inequality of earnings within an occupation. 


It has already been noted that the dispersion of earnings was greater among 
| the self-employed than among those employed by others. As Table 4.11 indicates, 
| in many of the occupational categories, the differentials between average and 
| median earnings for employees were relatively small. There were no occupational 

groups in which there was any close agreement between median and average 
| earnings reported by the self-employed. For two occupational categories of 
employees the average and median incomes were almost identical, while for 
| another eight out of the 12 categories the median was at least 90 per cent of 
the mean. For the self-employed all medians were less than 90 per cent of the mean. 


It is also evident from Table 4.12 that much greater inequality of earnings 

_ characterized those occupations comprising the lowest and highest deciles of the 
occupational distribution than the majority of occupations which accounted for 

| the middle of the range. There was less spread in average earnings between the third 
and eighth deciles than between the first and second and between the ninth and 

tenth. As might be expected, the specific occupations that were found in the 

lowest and highest deciles largely came from those broad occupational groups 

that showed the lowest or highest earnings. In the lowest decile one half of the 

occupations listed was either categories of labourers or of service occupations, 

such as waiters, guides, attendants or amusement centre attendants. The lowest 

decile consisted basically of unskilled occupations with very low average annual 
_ earnings and, as the coefficient of dispersion indicates, very unequal earnings. For 
_this group, employment was likely to be irregular and the degree of unemployment 
during the year well above average. Only 51 per cent of labourers worked ina 
minimum of 40 weeks and only 75 per cent of the service workers, exclusive of 
the protective service occupations, had 40 or more weeks of employment. 
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The lower paid production process occupations such as bottlers and wrappers, — 
leather cutters and shoemakers accounted for one half of the occupations in the | 
second decile. The remainder of this category consisted largely of labourers and | 
service occupations such as janitors, porters and elevator operators. Annual | 
earnings were characterized by much less dispersion than was evident in the — 
lowest decile. Some of the occupations in this category required a certain degree of | 
skill or training. 


Although unskilled occupations dominated the two lowest deciles, the two top 
deciles consisted almost exclusively of professionals and the managerial categories. 
In fact, the top or tenth decile included only two occupations that were not 
professional or managerial — airline pilots, and inspectors and foremen in | 
communication. Over half of the occupations in the ninth decile consisted of © 
professional or managerial occupations; in addition, this decile included a number 
of other white collar occupations in the sales category such as insurance salesmen, | 
commercial travellers, purchasing agents and security salesmen and brokers. Only | 
five of the 22 occupations consisted of skilled craftsmen in blue collar occupa- | 
tions — mine foremen and foremen in some of the manufacturing industries. | 
When specific occupations are ranked by size of average earnings, nearly all of the | 
managerial occupations ranked in the two top deciles and also somewhat over half | 
of professional occupations. | 


As the table indicates, the level of schooling for the majority of occupations 
in these upper deciles was high although the extent of above-average schooling — 
tended to be higher among those in the professional occupations than among | 
those in the managerial classes. In three quarters of the occupations in the upper 
deciles more than half of the labour force had above-average schooling. The | 
statistics suggest that a good education oo be as relevant to higher earnings in 
entrepreneural activities as in the professions.” 


It should also be noted that earnings in the upper deciles in many instances | 
showed substantial dispersion (.800 or more) and, in this respect, tended to resemble | 
the lowest deciles rather than the intermediate ones. Dispersion was greatest in 
those occupations having a significant proportion of self-emploved — the various | 
categories of owners and managers, lawyers and doctors. Nearly one half of owners | 
and managers reported themselves as self-employed. Occupations which consisted 
largely of persons on salary, for example, economists, engineers and scientific 
occupations were characterized by more normal distributions and less divergence 
of earnings. | 


Market forces usually tended to put a floor under the earnings of highly 
trained salaried professional personnel who might also look forward to receiving 
increments in earnings with developing experience. The self-employed had no’ 
| 


Coat is probable that many persons in managerial occupations may have a professional 
training and that with advancement the nature of their responsibilities may have changed, as, 
for example, an engineer who may become a Senior corporation executive. 


| 
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guaranteed minima and earnings were subject to fluctuations for many reasons, 
such as changing economic conditions. 


5. AGE-EARNINGS PROFILES BY OCCUPATION 

AND LEVEL OF SCHOOLING 

The relationship between age, occupation and earnings provides some 

indication of the degree to which experience acquired on the job during a working 

career may be reflected in higher levels of earnings. In some occupations, salary 

or wage scales are tied to the number of years of experience in that occupation and, 
thus, the longer the working span the higher the level of earnings. 


Table 4.13 presents data on average earnings by age for selected occupations 


_ representative of occupations with low, medium and high average income from 

employment — included are some of the unskilled occupations, blue and white 
collar occupations, and professional and managerial occupations. In all occu- 
_ pations, earnings of those aged 15 to 24 were substantially lower than earnings of 
the age groups 25 and over. The youngest age group would include new entrants 
into the labour force and others such as students who might have only worked 
_ part of the year. The youngest age groups also had higher than average unemploy- 


ment rates.”° 


Chart 4.1 shows the average earnings by age group for selected broad 
occupations. It is not surprising that, for workers between 25 and 64 who were 


engaged in unskilled occupations, such as labourers, the earnings curve tend to be 


rather flat across the different age groups. What is perhaps surprising is that the 
same relative levelness of earnings seems to be characteristic of many of the semi- 


| skilled and skilled occupations and only in the managerial and professional 


occupations was there usually a consistent picture of rising earnings with age. A 


number of crafts occupations were exceptions — for example, railroad operators, a 


category which includes locomotive engineers, firemen and brakemen, showed 


_ rising earnings from the youngest to the oldest age group. These were occupations 
| in which seniority was a very important factor in the movement from lower paid to 
higher paid occupations — from brakeman to conductor or from fireman to 
locomotive engineer. In a few of the skilled occupations such as the printing and 
bookbinding trade, and the occupations in the steel and metal manufacturing 


industries and the rubber industry, age-earnings differentials were more evident. 
Thus, although earnings were higher in the semi-skilled and skilled occupations 


| than in the unskilled, the earnings experiences of these groups were much alike — 


' that once workers were established in an occupation, earnings appeared to level out 


In the year preceding the 1961 Census the male labour force under 25 years of age had 


_ the highest unemployment rates among the different age groups. For a discussion of uagnP rey 
_ ment rates by age groups see Sylvia Ostry, ‘““Labour Force and Employment Patterns”, 


Economic Status of the Aging by Sylvia Ostry and Jenny Podoluk, DBS, 1965, pp. 56-62. 
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and to be maintained around a constant level across all age groups. Earnings might 
rise only with general movements in wage levels and not through increasing 
experience. 


Table 4.13 — Average Income of Males from Employment, by Age and 
Selected Occupation, Year Ended May 31, 1961 


; Age 
Occupation 
cee 25-34 | 35—44 | 45-54 | 55-64 
§ 8 $ ; 


$ 
Managerial occupations (total)....... 3,631 33973 7,203 7,562 7,449 
Owners and managers -- 
Manutacturingmes eer sence cee ernie 3,818 6,711 8,859 9,457 9,804 
Construction s.2 care) Cee ee 4,176 6,762 Tes eB) 6,427 
WholesalewDrade:.cs-acceteee: iene nuns 4,413 6,293 7,839 8,756 8,269 
Retailtrade 2 2)aieee ences. steer ee 3,586 5,243 6,037 5,907 5,501 
Finance and insurance ©... .....- 3,769 6,939 9,158 9,759 | 10,406 
Community, business and personal 
SEIVICE Os 2 es crore ONAE cRroueontns 2,849 5,289 6,390 6,433 6,248 
Public administration .........- 2,790 5,200 6,005 6,661 6,804 
Professionals (total) ............. 2919 5,800 7,980 8,251 Sola 
ENQINGCIS 2s yet os 43, oa cee eames 3,432 6,688 8,475 9,038 9,280 
Phy sicaliscientistsm= ssryeac. - aes cee 2,863 6,366 8,384 8,749 7,978 
Biologists and agricultural scientists . . | 2,300 6,213 1,669 || 7,434" | 6,595 
Professors and college principals... . S172 6,578 9,402 | 11,108 | 10,881 
Schooliteachets\. eee ee ee nee ee 3,249 S323 6,767 7,601 7,790 
Doctors’)... ee eae Pt ee = 9,319 | 18,246 | 19,626 | 15,433 
Dentists s) -secne ow Beg. oe tena eaeeteeo & 4,214 | 13,714 | 14,727 | 14,284 | 10,849 
ISAWY.CTS oe ts ers eek cackcete-ae Tae oe 1,830 158565 | 135187 sb 59 7a |b s030 
ArChitectSisce a 5 6 ste ee eee Dots 6,499 | 10,218 | 11,190 | 14,300 
Actuaries, statisticians and economists. 3,351 6,045 GEST 8.272 OS 5a, 
Accountants and auditors........ 3,423 6,095 7,591 7,976 8,334 
Clerical? 2 2. Saseat tae. Gee eee ae 2,322 3,894 4,187 4,109 3,932 
Sales irs ce, Geiae cick se oe oeebecaear te 1,880 4,634 5 747/22 Sa 4,551 
Service occupations (total) ......... 1,998 BIH 4,128 3,620 2,952 
Waitersvand) cooks... seta eee 1,473 2,550 2,853 2,842 2,653 
Other service occupations (barbers, 
janitors, guides, etc:))2 =. 2 eae 1,461 2,992 3,267 3,148 2,832 
Transport and communication 
‘operatorssrallroadas.. ais oh-eedeeeee) Cae 3,155 4,708 DISD9 5,524 yey 74 
Loggers and related workers ........ 1,415 2,502 2,687 2,482 2,108 
Fishermen, trappers and hunters...... 1,214 1,947 PASH) 2,025 1,828 
Craftsmen, production process and 
related workers (total). .......... 2,440 3,914 4,128 3,989 35739 
Tire builders, vulcanizers and other 
FUDOCEIWODKETS <5 <5%5 sso die oO) eee 2,510 3,684 4,090 4,034 3,943 
Leather cutters, lasters, sewers and 
other leather workers ......... 1,859 2,988 3,011 2,932 2,630 
Spinners, weavers, knitters ....... 2,139 3,062 3,158 352155 3,280 
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Tailors, furriers, upholsterers...... a 006 A 7 5 71 
Paper makers, still operators, chemical 

and relategiwOrkersjy. tei «er. lbGil ere Bi) Al 4,589 4,661 
Printers, bookbinders and related 

RVOTKCES Weg oe bets aah yA cid as, cu ahige 1.0 2,813 4,959 5,287 
Furnacemen, moulders, blacksmiths 

and related metal workers. ...... 2,844 4,094 4,452 
Jewellers, watchmakers and engravers . 2;193 4,103 4,128 
Machinists, plumbers, sheet metal 

WOLKEIS, «<2 = 4 <a OR ate neisme > 15543 Zao 4,067 4,320 
Mechanics and repairmen........ 2,540 4,022 4,187 
Electricians and related electrical 

WOTKETSREAO c ecsietclttits co tive & 2,934 4,486 4,739 
Painters, paperhangers and glaziers. . . 2,139 3,133 3,283 
Bricklayers, plasterers and construction 

SVOLKEISHI CESS cis jase Cause ie es 2,445 3,697 3,921 

| FID DWI RT ES ope We 200) Oe 1,480 2,634 2,781 


Table 4,13 — Average income of Males from Employment, by Age and 
Selected Occupation, Year Ended May 31, 1961 — concluded 


Occupation 
eo 25-34 | 35-44 | 45—54 


$ 
Shays 
4,675 
5,407 


4,396 
3,948 


4,211 
3,991 


4,556 
3,346 


3,750 
2,652 


The remainder of the table consists of unpublished data. 


CHART 4.1 


BROAD OCCUPATIONS, YEAR ENDED MAY 3l, 1961 
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SOURCE: For the majority of occupations, statistics for the age groups 25 - 
_ published in DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-502), Table B 6. 
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55-65 
$ 
3,289 
4,649 
D059) 


4,111 
3,370 


4,053 
3,766 


4,440 
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3,458 
2,561 
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One qualification should perhaps be made to the observation that for a 
substantial proportion of occupations the earnings curve tended to be flat between 
the ages of 25 and 55, and that workers aged 55 to 64 usually had lower average 
earnings than the younger age groups. Persons in this age group were likely to 
experience more unemployment and perhaps might engage in more part-time work. 
However, for the majority of the occupations shown, where average earnings were 
lower among the older age groups, the differences were usually less than 10 per cent 
of the earnings of the preceding age group. The gap between earnings of those on 
the verge of retirement and the younger members of the occupational category 
were rarely very large. It should be noted too that, although earnings of older 
workers might be lower relative to persons in the younger age groups, they were 
not necessarily lower relative to income earned by the individual in his previous 
years of employment. Differences might mean that when current earnings were 
rising the oldest workers lost ground relative to younger workers but not that 
they themselves experienced declines in their own earnings.” 


Chart 4.2 shows the earnings distribution by age group relative to the age 
group 25 to 34 for a few selected professional and managerial occupations such as 
lawyers and managers in manufacturing, and several other occupations such as 
electricians and labourers. 


As already stated, the age-earnings profiles of the managerial and professional 
occupations did not conform to those of other occupational groups. Earnings 
usually peaked later, either at the ages of 45 to 54 or the 55 to 64 age groups, and 
the differentials between the earnings of those in the early stages of their 
careers and those in the middle or older age groups were greater than in the 
unskilled or skilled occupations. The latter attained their highest earnings levels in 
younger age groups. Among the occupations where average earnings did not reach 
their maximum until the age group 55 to 64 were the managerial classes in 
manufacturing, finance and insurance, and public administration and professionals 
such as engineers, school teachers, lawyers, architects, statisticians and economists 
and accountants. It should be noted that one professional occupation — dentistry, 
had an income pattern that differed markedly from that of other professional 
occupations. Dentists appeared to reach peak earnings very rapidly after entry into 
the profession. In the age group 25 to 34 the average earnings of dentists was the 
highest of any occupation and was substantially above those of doctors or lawyers. 


Although earnings were still higher for the age group 35 to 44, they declined beyond -— 


this and in the oldest age groups earnings were lower than in a number of other 
professional occupations such as law, medicine and architecture. Professional 
occupations were more likely to show steadily rising earnings until the 55 to 64 


24 ‘ Sone ; 
The importance of the distinction between time series profiles of age-earnings and cross- 


sectional profiles is discussed by Gary S. Becker, in Human Capital, National Bureau of Economic 
Research (Columbia University Press, 1964) pp. 138-144. 
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CHART 4.2 


RATIO OF AVERAGE INCOME FROM EMPLOYMENT BY AGE GROUPS 
TO AVERAGE INCOME FROM EMPLOYMENT FOR AGE GROUP 25-34, 
FOR SELECTED OCCUPATIONS, YEAR ENDED MAY 3l, 1961 
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Source: Table 4.13 
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age groups while for the managerial classes the peak in average earnings seemed 
to occur rather in the 45 to 54 age group.”° 


Implicitly, differences in the career earnings distribution may be a reflection 
of variations in the degrees of education and training embodied in the labour force 


in those occupations. One analysis of age-earnings differentials concludes that 


“Gnter-occupational differentials are . .. a function of differences in training”.”° 


It suggests that training is not simply a matter of the formal training acquired 
before entry into an occupation but also on-the-job training or experience derived 
from working which in turn is a function of age, and that “clearly, as more skill 
and experience are acquired with passage of time, earnings rise”.?” However, the 
likelihood that experience or training acquired while working may influence 
earnings is greater, the greater the amount of the initial formal training acquired. 
The tentative findings suggested that: 


“(a) growth in productive performance is more pronounced and pro- 
longed in jobs of higher levels of skill and complexity; 


(b) growth is less pronounced and decline sets in earlier in manual work 
than in other pursuits; and 


(c) the more capable and the more educated individuals tend to grow 
faster and longer than others in the performance of the same 
task’, °° 


The conclusion that the amount of education of the individual is the most 
important explanation of earnings differentials by occupations is now generally 
accepted.”” Although differences in ability may partially explain differences in 
earnings, this factor may be a more important explanation of intra-occupational 
differences in earnings than of inter-occupational differentials. 


Because census statistics show the actual average earnings reported by age groups, rather 
than salary received, lower earnings among those aged 55 to 64 may reflect lower labour 
participation during the year rather than lower salaries as such. Studies by the Department of 
Labour on annual professional income of engineers and scientists working full-time show that 
when these professionals are classified by years since university graduation median earnings are 
highest for those with 36 to 40 years from graduation and that the greater the number of years 
since graduation the higher the median salaries. For data, see, for example: Engineering and 
Scientific Manpower Resources in Canada, Department of Labour, Economics and Research 
Branch, Bull. No. 10, June 1961, or Employment and Earnings in the Scientific and 
Technical Professions, 1958-1961, Department of Labour, Economics and Research Branch, 
Report No. 12, September, 1962. 


26 ; 
Jacob Mincer, “Investment in Human Capital and Personal Income Distribution”, Journal 
of Political Economy, August 1958, p. 301. 


27 Thid., p. 287. 


28 ibid. p. 287. 


PAT re oc ; ee 3 F 5 
Aside from Mincer, “Investment in Human Capital and Personal Income Distribution” 


among other studies on the significance of education to earnings are those by Morgan, David, 
Cohen and Brazer, Income and Welfare in the United States, McGraw-Hill, 1962; Gary Becker, 
Human Capital, National Bureau of Economic Research, Columbia University Press, New York 
and London, 1964. For a discussion of the importance of education to the economic and 


bureaucratic élite in Canada, see John Porter, The Vertical Mosaic, University of Toronto Press, 
Toronto, 1965, 
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Statistics on the relationship between earnings, age and the level of schooling 
appear to support the conclusions cited above. Not only were absolute earnings 
higher the greater the amount of schooling, but the distribution of earnings by age 
indicated that the higher the level of schooling the greater the earnings differentials 
between the older and younger age groups in the labour force. The following table 
summarizes average earnings of the current labour force by age and level of 
schooling. 


Table 4.14 — Average Income from Employment of Males in the Non-farm Labour Force, 
by Age and Level of Schooling, Year Ended May 31, 1961 


" Elementary | High school | High school Some University 
= only 1-3 yrs. 4-5 yrs. university degree 


$ $ $ $ $ 
ease er Wye 1,868 3,078 
Se) eon 6,909 
SAE rece 9,966 
ee oe 10,821 
Oe os i Bis 10,609 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-502), 
Table B 6. 


CHART 4.3 


RATIO OF AVERAGE INCOME FROM EMPLOYMENT BY AGE GROUPS 
TO AVERAGE INCOME FROM EMPLOYMENT FOR AGE GROUP 25-34, 
BY LEVEL OF SCHOOLING, YEAR ENDED MAY 31,1961 
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The ratio of average income from employment for the age groups 35 to 64 
to average income from employment of those aged 25 to 34 by the above levels of 
schooling is plotted in Chart 4.3. The relationships of the earnings of the 15 to 24 
age group are not shown but for all, except those with some university training, 
the average earnings were between 50 and 60 per cent of earnings for those aged 25 
to 34. The low average earnings of those aged 15 to 24 with some university 
training are probably due to the inclusion of substantial numbers of university 
students who would work only during holiday periods. The chart illustrates, quite 
strikingly that, as one moves from lower to higher levels of schooling, at each level 
expectations as to probable lifetime earnings change. Consistently, the higher the 
level of schooling, the greater the differential between the earnings of those between 
35 and 64 and those aged 15 to 34 with equivalent levels of schooling. The 
relationship between schooling, Occupation and lifetime earnings is be explored 
further in the next chapter. 


As Table 4.12 indicates, occupations in the lowest deciles had a very small 
proportion of workers with above-average levels of schooling while occupations in 
the highest deciles consisted primarily of occupations with a very high degree of 
education. Average earnings by age and occupation might therefore be simply 
indirect reflections of the average level of education of each occupation. 
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Chapter Five 


PRIVATE RETURNS TO EDUCATION 


1. CONCEPT OF HUMAN CAPITAL 


The previous chapter commented on the importance of education as an 
explanation of variations in earnings among occupations. Economists from the 
earliest days of the development of economic theory have been aware that relation- 
ships existed between the level of education of the labour force, the level of 
earnings, and the degree of income ineauality and between the level of education 
and economic growth. Adam Smith, for example, in analyzing the factors that 
account for differences in wage rates, discussed the role of education and stated 
that education had to be regarded as investment in human capital in the same way 
as the purchase of a machine is regarded as an investment in physical capital. As an 


investment it should be expected to yield a return that would compensate for 


the cost of acquiring the education as well as a profit that would be at least 
equivalent to the profits that might be expected if the money had been invested 
in an alternative fashion. Marshall stressed the importance of improving the educa- 
tional level of the labour force as a means of promoting economic growth. He also 
suggested that a levelling of educational differentials, with a resulting levelling of 
earnings differentials, would reduce income inequality to a greater extent than 
would a redistribution of existing wealth. However, the concept of capital 
developed tended to be restricted to reproducible physical goods and was not 
expanded to include human capital. Little theoretical or empirical work was 
attempted before the Second World War on incorporating the role of education 
into economic studies.” To a considerable extent this may have been due to a 
lack of data with which to work but it may also have reflected a reluctance on the 
part of economists to attempt to put human beings on the same basis as physical 
assets in studies of wealth, capital, or economic growth. The labour force was 
measured in terms of number of persons, number of man years worked or number 
of hours worked with no attempt to incorporate differentiations for variations in 
the quality of the labour force. 


1 Adam Smith, The Wealth of Nations, Book I, Chapter 10, Part I. 


2 Alfred Marshall, Principles of Economics. See, for example, Book IV, Chapter 6, and 
Book VI, Chapters 12 and 13 


30ne exception to this was the study by J. Walsh, “Capital Concept Applied to Man’’, 


Quarterly Journal of Economics (Cambridge) XLIX (February 1935). This study made esti- 
mates of the discounted values of lifetime earnings by level of education. 
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HUMAN CAPITAL IN ECONOMIC GROWTH 

The first systematic studies of the significance of education to income levels 
and to economic growth began after the War and in the last decade many theo- 
retical and empirical studies have appeared. These studies have been concerned 
with the role of “human capital” in the economy and “human capital’ has been 
considered to be the amount of education embodied in the labour force. One 
writer has summarized the problems being studied as the following: 


“1. What has been the total human-capital inputs into the productive 
system, and how have these affected national outputs, that is, gross 
national product, over a period of time? 


NK 


. How large a part of society’s productive resources has been put into 
formation of human capital over the past, and how has this compared 
with what has gone into investment in physical capital? 

. What rates of return have been realized from investments in human 
capital (in college education, high school education and so forth)? .... 

4. Looking ahead, how may past, present, and prospective aggregate in- 

vestments in formation of human capital be expected to affect the 

stream of national product in the future? Bo 


Ww 


All of these questions have become the subject of considerable empirical 
research. Modern governments have accepted the responsibility for policies that 
will not only prevent sharp fluctuation in economic activity but will also promote 
sustained economic growth. A natural concomitant of such policy aims is the 
investigation and isolation of factors promoting economic growth and their relative 
significance. Economists have recognized ‘that the growth of the stock of physical 
capital and the growth in the size of the labour force have not, together, provided 
a complete explanation of the growth of aggregate national product. One of the 
most important studies attempted for the United States quantified the contribu- 
tions of different factors such as the stock of physical capital and the labour force 
to the increase in output since the beginning of the century. The conclusion 
reached was that over the period 1929 to 1957 nearly one quarter of the growth 
rate of the national product could be attributed in recent decades to the upgrading 
of the educational attainments of the labour force at an accelerating rate. The same 
study considered the fourth question above — the role greater investments in 
education may play in future economic growth. 


4 As was noted before, the Walsh study was the main prewar discussion on the treatment of 
human capital. The study by Milton Friedman and Simon Kuznets, Income from Independent 
Professional Practice, National Bureau of Economic Research, New York, 1945, set out an 
analytic framework followed by many subsequent studies and was the first major postwar study. 


>See Mary Jean Bowman, “Human Capital: Concepts and Measures’’, Economics of Higher 
Education, ed. Selma J. Mushkin, U.S. Department of Health, Education and Welfare, U.S. 
Government Printing Office, Washington, 1962, pp. 69-70. This article discusses the different 
possible approaches to the measurement of the impact of education. Another discussion of 
approaches to the treatment of education in economic research may be found in the report by 


Theodore W. Schultz, The Economic Value of Education, Columbia University Press, New York 
and London, 1963. 


6 j 
Edward F. Denison, The Sources of Economic Growth in the United States, Supple- 
mentary Paper No. 13, Committee for Economic Development, New York, January, 1962. 
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Empirical studies to find answers to the second question have included at- 
tempts to estimate the gross value of the existing stock of human resources.’ The 
costs of providing specified levels of schooling, such as eight grades of elementary 
schooling, in terms of direct costs (such as teachers’ salaries) and indirect costs 
(such as the earnings foregone by students because of school attendance) have been 
calculated. These estimates have been multiplied by the level of education of the 
labour force to derive the total value of the stock of education embodied in the 
labour force. Such estimates have provided data for comparisons with the gross 
value of the stock of non-human capital to assess the relative importance of each. 
The conclusion reached for the United States was that the stock of capital repre- 
sented by human capital resources was increased much more than the stock of 
reproducible non-human capital over this century.® For example, Schultz has 
estimated that the total value of the educational stock of the labour force was eight 
and one half times as great in 1957 as in 1900; the value of the stock of repro- 
ducible non-human capital was only six and a half times as much. 


CANADIAN TRENDS IN EDUCATION 


In Canada, studies have only recently become available on some aspects of 
the role of education in Canadian economic srowth.” These also suggest that educa- 
tional improvements in the labour force have been an important factor in rises in 
Canadian productivity, although to a lesser extent than in the United States. Al- 
though the educational attainments of the Canadian labour force are substantially 
below the levels of the labour force in the United States, the importance of educa- 
tion has gained increasing recognition in Canada and, as in the United States, 
younger generations entering the labour force are more highly educated than their 
elders. Investment in educational facilities has received increasing priority in the 
postwar decades. 


It is not within the terms of reference of this study to exptore the changing 
emphasis on education in Canada or to analyze the shifts in the educational at- 
tainments of the population. It may be useful, however, to cite a few statistics to 


-T For example, see Theodore W. Schultz ‘“‘Education and Economic Growth’’, Social Forces 
Influencing American Education, ed. Nelson B. Henry, National Society for the Study of 
Education, The Sixtieth Yearbook, University of Chicago Press, Chicago, 1961. 


Sibid., p. 73. 


°The Economic Council of Canada has published a study for Canada by Gordon W. Bertram 
similar to the Denison Study (Gordon W. Bertram, The Contribution of Education to Economic 
Growth, Ottawa: Economic Council of Canada, Staff Study No. 12, 1966). This concludes that 
almost one quarter of productivity improvements between 1911 and 1961 resulted from im- 
proved education. For 1929 to 1957 the figure was 20 per cent or less than half of the U.S. 
figure). 


See also Bruce W. Wilkinson, Studies in the Economics of Education, Ottawa, Department of 
Labour, Economic and Research Branch, Occasional Paper No. 4, July 1965. This study dis- 
cusses in more detail the different techniques of estimating the contribution of education to 
economic growth and evaluates the usefulness of such data for policy purposes. Professor 
Wilkinson also estimates the replacement costs of the education embodied in emigrants from 
Canada and immigrants to Canada in recent years. 
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illustrate some of the Canadian trends. Table 5.1 summarizes the schooling levels of 
males in the current labour force, ages 25 to 34 and 55 to 64 


Table 5.1 — Schooling of Males in Current Labour Force, as at June 1, 1961 


Age group 


Schooling level 


No schooling or elementary only ............ 
Secondary iil =w3sV. Cals). sasuke oe enemies ne ieee 
Secondary = 4 <5: Vears7 \..0s sees sion cecil 
Some university or university degree .......... 


Totals’. «she cons ote, Ss ee CO 


SOURCE: DBS, 1961 Census of Canada, Occupations by Sex Showing (a) Marital Status 
and (b) Schooling, by Age (Cat. No. 94—513), Table 19. 


Although even in 1961 a very substantial proportion of the younger age 
group had only elementary schooling, there was a marked improvement in the 
schooling of this age group in contrast to the older age group — somewhat over 
one half received some secondary school education but only 30 per cent of the 
older workers had any secondary schooling. 


Census statistics on school attendance among those under age 25 in 1951 and 
in 1961 give further evidence of the changes that are occurring. Table 5.2 
gives the percentages of the male population between the ages of 10 and 24 at- 
tending school in 1951 and 1961. 


Table 5.2 — Per Cent of Males Attending School by Age Group, 
as at June 1, 1951 and 1961 


Age group 1951 

p.c. 

Cea 7 eae oa eee eee 93.1 
Baro): . eee eek « 40.8 
Ji, 0? SEE AS ee gem 6.4 


SOURCE: DBS, 1961 Census of Canada, Schooling by Age Groups (Cat. No. 92—557), 
Table 99; 1951 Census of Canada, Vol. II, Population, Table 24. 


This represents a significant change in the school attendance patterns of 
the male population between the ages of 15 and 24, the group usually enrolled 
in secondary schools or universities. The proportion of 15-to-1 9-year-olds at school 


increased by some 50 per cent and the proportion of 20-to-24-year-olds at school 
nearly doubled. 
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Empirical research in Canada on the economic contribution of education 
has been frustrated by an even greater scarcity of data than in the United States. 
Although Canadian censuses have, for decades, collected data on the level of school- 
ing and the earnings of the wage and salaried segment of the labour force, no 
analysis was made of the interrelationships among occupation, schooling, age and 
earnings of paid workers. Some extremely limited information is available from the 
1951 Census; distributions were published of the size of earnings by years of 
schooling but not by schooling and age. ° The 1951 Census, unlike earlier censuses, 
did not collect statistics on the actual earnings during the year but only on the 
relative size, that is, under $500, $500 to $999 and so forth. As a result, although 
medians can be calculated from the data, average earnings are unavailable. Some 
statistics were collected on age, education and earnings in the 1960 Survey of Con- 
sumer Finances but the data were based upon a relatively small sample of ap- 
proximately 13,500 persons aged 14 and over. The 1961 Census, therefore, 
provides the first detailed data on the relationships between labour force charac- 
teristics and earnings for Canada, although the data have a number of limitations. 
One of the most serious defects of the 1961 Census data was the exclusion from the 
estimates of the labour force resident on farms. Another limitation of the statistics 
results from the fact that the questions on educational attainment were restricted 
to schooling received through the more conventional channels — elementary or 
secondary schools and universities. No information was collected on other types of 
training such as vocational training, apprenticeship, attendance at teachers’ colleges 
and so forth. The absence of information on all categories of formal training and on 
job training may result in attributing too much of earnings to those schooling at- 
tributes for which data exist. 


Despite these qualifications, the 1961 Census data now offer the raw material 
for the investigation, within the Canadian framework, of the questions posed above. 
This chapter attempts to carry out some tentative analysis of these data. Most of 
the possible studies discussed above fall outside the terms of reference of this 
monograph — research into the areas suggested by the first, second and fourth 
topics. This chapter is restricted to a consideration of the third question: What 
rates of return are realized from investments in human capital? 


It has been suggested that expenditures on education, either on the part of 
society through different levels of government or on the part of students and their 
families, are not a form of investment but rather that such expenditures represent 
consumption. For example, a substantial proportion of educational resources are 
devoted to the education of women who, to a considerable extent, remain outside 
the labour force during their adult lives or, if they enter the labour force, make 
lower contributions to national production than the male labour force with 


10These tables were released in DBS, 1951 Census of Canada Statistical Review of Canadian 
Education, (Cat. No. 81—503). 


11These data were published in DBS, Distribution of Non-Farm Incomes in Canada, by Size, 
1959 (Cat. No. 13—517). 
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equivalent levels of schooling.'* Education, therefore, may equip women to be 
better wives or mothers, may develop their intellects so that they may provide 
a more stimulating environment in their homes to their husbands and children 
but it may not make a direct contribution to national productivity. The proportion 
of men who remain outside the labour force after completion of schooling is 
negligible. 


2. SOCIAL AND PRIVATE RETURNS TO HUMAN CAPITAL 


In the modern world, living with the complexities of our civilization makes 
education an absolute necessity even if it is not utilized in employment. In the 
United States, for example, many states have required literacy as a qualification 
for voting; the assumption underlying this stipulation is that a voter who cannot 
read or write cannot be an intelligent voter. Certainly some education is a necessity 
for communication between an individual and other members of his society. All 
governments in Canada, having accepted the view that every child should have 
some minimum amount of education, have made school attendance compulsory 
until at least the age of 14 and schooling itself free. Parents are not allowed any 
freedom of decision as to whether or not children should go to school during 
these years. As a result, only a small fraction of the adult population in Canada has 
less than five years of elementary schooling.'* 


It is recognized in all studies of returns to education that education at all 
levels has an element of consumption in it. A university education may primarily 
equip a student to pursue a specific occupation but, as a by-product of the educa- 
tion, the student may have a greater appreciation of art or literature or a better 
understanding of the values of his society. Suggestions have been made that 
schooling be ranked as to whether it is primarily for consumption or primarily an 
investment. In such a ranking, elementary school education might be considered 
as entirely a consumption expenditure, secondary school education as a mixture of 
both and university education primarily as an investment." 


2The female labour force presents special problems in studies of the contribution of 
education to economic growth or in estimates of the stock of human capital. One solution in 
growth studies has been to weight women workers as the equivalent of some fraction of male 
workers; the weights assigned are based on the relationship of female to male earnings. Women 
workers have been a rising proportion of the total labour force and their inclusion in estimates 
of the gross value of the stock of human capital may present problems of interpretation of such 
data. As mentioned earlier, the valuation of human stock is in terms of the costs involved in 
educating persons to various schooling levels. These costs consist of public plus private costs. 
The public costs are basically the same for each sex. Private costs consist largely of earnings 
foregone and as the statistics in the previous chapter indicated, these would not differ too 
greatly for men and women with similar schooling levels in the younger age groups. This 
method of valuation therefore would tend to place similar values on both men and women 
workers at selected schooling levels although the contribution of each to productivity, if the 
contribution is valued in terms of earnings, differs substantially. 


13,4 pproximately 10 per cent of males and eight per cent of females aged 15 and over and 
not attending school had less than five years of elementary schooling. 


14 ee ; F : 
Schultz “Education and Economic Growth”, Social Forces Influencing American 
Education, p. 52. 
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The returns to education can be considered from two points of view: the 
return to the community for the public resources allocated to education and the 
return to the individual for the personal costs incurred by himself and his family. 
The benefits to the nation are the increased productivity of the labour force while 
‘the benefits to the individual are the higher earnings that are likely to accrue to 
‘the individual as a result of the higher education. Rates of return on public ex- 
_penditures may be higher or lower than private rates of return. The relationship 
\depends upon whether the public or private sector bears the greater share of the 
costs of education and whether, in measuring private returns, additional earnings 
‘are measured gross or net of direct income taxes. If gross earnings are used to 
measure rates of return, then higher rate of return will be realized on the lower 
of the two expenditures. That is, if public expenditures are less than private ex- 
‘penditures, public rates of return will be higher. If private rates of return are 
‘measured in terms of earnings net of taxes, then the relationship of private versus 
‘public rates of return will depend, not only on the respective costs, but also on the 
effect of taxes on income earned. 


MEASUREMENT OF COST 


It is usually assumed that if students can attend an educational institution 
without payment of fees or other levies, then education is free and can be acquired 
without expense to the student. Studies suggest that only elementary schooling can 
be treated as representing schooling that has little or no private cost attached to it, 
with the possible exception of expenditure on books and school supplies. In the 
relevant age groups children remain dependent upon their parents, who must 
‘support them whether or not they attend school; in our society laws against child 
labour prohibit the child from seeking employment in the labour market. Thus, the 
alternatives to school attendance are idleness or work around the home and few 
families in a primarily industrial society require the labour of children at home. The 
private rates of return to elementary education are, therefore, usually very large 
vand, in fact, close to infinity, because there is no initial cost to such education. For 
‘this reason, measurement of private rates of return to elementary schooling is 
meaningless. 


Although elementary schooling may be considered as costless to families and 
‘students, this is not so in respect to attending high school or acquiring a university 
education. By the time a student qualifies for secondary school entrance he has 
‘usually reached the age when he is able to enter the labour force. Even though no 
fee is charged for attendance at high school, the student and his family, in effect, 
‘incur a cost if the student remains in school. This cost, which in economic terms is 
‘called an opportunity cost, is the loss of the wages or salaries that could be earned 
if the individual entered the labour force instead of continuing his education. The 
high school graduate, faced with the choice of employment or continuing on to 
university, not only has to take into consideration earnings foregone, but also the 
‘expenses of university fees, books, equipment, etc., as additional costs. The higher 
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the level of education the student has completed, the greater the amount of 
earnings he gives up in order to continue his education. Where families are in 
straitened economic circumstances, they may not be able to forfeit the earnings 
that could be added to family resources by the employment of the child. Estimates, 
prepared for the United States, as well as for a number of other countries, show 
that for secondary schooling and university training, opportunity costs, as 
represented by earnings foregone, exceed other public resource costs and other 
private costs.15 The inability of families to undertake such costs may be a 
significant factor in the termination of education of children. For example, 
Canadian and American studies on the family characteristics of university students 
have shown that the students tend to come from families with above average 
incomes.1!6 
No estimates have been attempted of public costs in Canada but it is prob. 
able that, for schooling beyond the elementary school level, opportunity costs in 
the form of earnings foregone are also the largest element of cost. For purposes 
of the subsequent analysis in this chapter, estimates were prepared of private costs 
by age group for students attending secondary schools and universities. ” The 
analysis is restricted to private costs of schooling and returns from schooling 
only for males. The assumptions made were that high school attendance, for males. 
occurs during the ages 15 to 18 inclusive, that university attendance is also for é é 
four-year period and, that the average male student is at university for the ages 1S 
to 22 inclusive. Statistics on school attendance suggest that male students tend tc 
be older than female students at equivalent levels of schooling so that these appeal 
to be reasonable assumptions as to the ages at which male students attend high 
schools and universities. 


High school costs were assumed to consist only of expenditure on book 
plus earnings foregone. Estimated costs, by age, were as follows. 


I 


| 

See Scnulin Education and Economic Growth, pp. 62-63, Schultz, The Economil 
Value of Education, p. 29, and W. Lee Hansen, “‘Total and Private Rates of Return to Invest 
ment in Schooling’’, Journal of Political Economy, LXXI1 (April 1963), pp. 130-131. 


16For example, see DBS, University Student Expenditure and Income in Canada, 1961-6. 
Part II, Canadian Undergraduate Students (Cat. No. 81-520), and Factors Related to Colleg 
Attendance of Farm and Non-Farm High School Graduates, 1960, U.S. Bureau of the Censui 
Series Census — ERS (p. 27) No. 32, June 1962. 

Income may perhaps be over-stressed as a factor in university or high school attendanc¢ 
The census statistics show that families with children in the 16 to 24 age group attending schoc 
had average incomes nine per cent higher than those of families with children in this age grou’ 
and not attending school, or an average of $7,220 as compared with $6,636. However, om 
factors such as the education and occupation of parents may also be significant. Some 27 p¢ 
cent of families with children still at school had heads with four or five years of high school ¢ 
university training; only 12 per cent of heads of families whose children were not at schoc 
were this well educated. In a surprising 86 per cent of families with children aged 16 to 24 an 
with heads who had university degrees the children were still attending school. Some 27 pe 
cent of families with children at school were headed by persons in professional or manageri 
occupations in contrast to only 13 per cent of families with no children at school. Familic 
whose heads are better educated or in occupations requiring skills or training may be 3 
appreciative of the value of an education. 


17 ; ; 
Detailed explanations on methods of estimation and sources of data may be found 
Appendix 5.A, at the close of the present chapter. 
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Table 5.3 — Private Annual Costs of Secondary Schooling for Maies, 1961 


Earnings 
A 
ge group foregone Total 
725 
924 
15123 
1,346 


SOURCE: See notes at end of chapter. 


For university students, costs were calculated as earnings foregone minus 
monies received through bursaries and scholarships plus selected costs of school 


| attendance — fees, tuition, books and equipment and transportation (other than 
' local). The estimated costs are shown below. 


Table 5.4 — Private Annual Costs of University for Males, 1961 


Earnings Less Xe 
Age group foregone? scholar- Tuition 


ships 


Transporta- 
tion 


@These statistics are derived from average annual earnings reported by members of the 
current labour force rather than rates of pay of the current labour force and thus these are real- 
ized earnings of the labour force. This implicitly allows for loss of earnings because of unemploy- 
ment, illness or other factors which result in a loss of earnings during the year. 

SOURCE: See notes at end of chapter. 


These two series are the estimates of private costs incurred by high school 


students and university students in obtaining an education. Not only are the costs 


quite substantial, even in the youngest age groups, but they rise with age. These 
estimates assume four years of schooling at both the high school and the university 
level. For those occupations requiring more than four years university training as, 


: for example, medicine where the training of a specialist may last as long as nine or 
_ ten years, costs would be higher still. 


MEASUREMENT OF INCOME RETURNS 


Although there is general agreement as to the appropriate measurement of 


costs, there is more divergence in the approaches to the measurement of private 


returns. The studies that have been carried out recently fall into two broad 
categories — studies measuring “lifetime” incomes by levels of education and 
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studies calculating rates of return on investment in education.!® Some studies 


of lifetime incomes have ignored the problems of costs and have been confined to | 
estimating the value of lifetime income (or earnings) streams for individuals with _ 


different levels of schooling. '? Other studies have estimated the present value of 


such income streams by discounting the streams, using a number of different — 
interest rates. If income streams are discounted to calculate present value at the age — 
at which a particular level of schooling commences, as, for example, the age of 


entry into secondary school, then this method implicitly allows for opportunity — 


costs since earnings may be close to zero during the years of school attendance. — 


However, no allowance is made for other costs. If the age to which the income 
stream is discounted is one after the completion of schooling then no allowance is 


made for any costs.” Studies of rates of return have related costs of extra 


schooling to the increments to earnings that result from higher levels of schooling, — 


to estimate what might be termed the profitability of additional schooling. 


The remainder of this chapter examines these various types of calculations 
and provides some preliminary data for Canada based upon the census material. | 


LIFETIME EARNINGS 


All of the estimates derived by the methods mentioned above are based upon ! 
cross-sectional data collected through surveys or censuses but with further modifi- | 


cations. Some of the modifications are common to all estimates, both of lifetime | 
earnings and rates of return. 


For estimates of what are termed “lifetime” earnings the assumption is made | 
that a cohort of persons of a certain age with certain educational characteristics 
or certain educational and occupational characteristics enters the labour force. | 
Some of the studies mentioned earlier have further assumed that attrition of this. 
group only occurs because of deaths of the original members and that survivors | 
remain in the labour force and, as they age, receive the average earnings shown by 
cross-sectional data for that age and education category. The aggregate earnings of | 
the survivors are calculated by multiplying the number of survivors by the average | 
earnings. (The method is described in more detail in the appendix to this chapter.) 
The aggregate earnings are then summed for the life span used and divided by the 
original number of persons in the cohort to arrive at average lifetime earnings. | 


18hxamples of studies of the first category are those by Herman P. Miller, “Income in 
Relation to Education’’, American Economic Review, Vol. L, December 1960, and H.S. Hout- 


hakker, ‘“‘Education and Income’, Review of Economics and Statistics, Vol. XLI, February 1959. 
Examples of the second type of study are W. Lee Hansen, “Total and Private Rates of Return 


to Investment in Schooling”, Journal of Political Economy, LXXI, April 1963, and Gary 
Becker, Human Capital, National Bureau of Economic Research, Columbia University Press, 
New York and London, 1964. | 


1 : | 
? Examples of such estimates are those by Herman Miller. y 


20 : ; 
The estimates in the Houthakker and Hansen studies show present value of additional) 
income as viewed at age of 14. 
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Average lifetime earnings then are the probable average earnings over a specified 
time period per person entering employment at a specified age, not average lifetime 
earnings over a specified time period per person surviving for the complete length 
of the time period. Therefore, a person working the full period who received the 
average earnings of his particular group would have higher lifetime earnings than 
those of his total age cohort. 


The “‘lifespan” can be defined in different ways — for example, from age 15 
‘until the oldest possible age of survival (100 or so), age 15 to 65, age 25 to 65 and 
so forth. While the whole possible life span may be suitable for the measurement of 
lifetime income it does not seem appropriate to the measurement of lifetime 
earnings where the time period used should bear some relation to the possible 
duration of the working career. Restricting estimates to the age groups 25 to 64 
has the advantage of measuring career earnings during those years when formal 
| training is complete and before withdrawals from the labour force begin to be 
| important. Estimating earnings over longer time periods would alter the relation- 
| ship between the earnings of those with lower levels of education and those with 
| higher levels; measuring earnings from the age of 18 or 19 rather than the age of 
25 would raise the aggregate earnings of the less educated to a greater extent than 
| those of the more highly educated since the lower the level of education the lower 
| the age at which full-time labour force participation starts and at which regular 
earnings begin to accrue. If lifetime earnings are not discounted and estimates of 
earnings beyond the age of 65 are included, more would be added to the earnings 

of the more highly educated as their earnings and labour force participation are less 
affected by aging than the earnings and participation rates of the less skilled. 
’ However, when discounting earnings, to derive present values measuring earnings 
| from age 18 to retirement rather than from 25 to 64 would narrow the differences 
| between the discounted earnings of those with little education and those with 
| university degrees since earnings that would not be received until a period of nearly 
| fifty years in the future would have a very low present value. 


It has been suggested that a better approach to the measurement of lifetime 

earnings would be to make an adjustment for the probability of labour force 

_ participation as well as for mortality. Participation rates show that labour force 
participation rises as the level of schooling rises.7? Table 5.5 summarizes 
participation rates of the male labour force by age and schooling in 1961. 


With such further adjustments for participation, lifetime income could be the 
' measurement of earnings from the age at which full-time employment commences 
until the age of retirement. Lifetime earnings measured in this manner on an undis- 
counted basis would probably show greater differentials between the earnings of the 


21 Bowman, “Human Capital: Concepts and Measures”, Economics of Higher Education, 
} Op. cit., pp- 85-88. 


i 221m the younger age groups lower participation rates for the higher levels of education 
reflect the fact that some of these groups are still attending school. 
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more educated and the earnings: of those with low levels of schooling. However, if 
lifetime earnings were to be estimated adjusting for participation rates as well as 
mortality, the participation rates that should be used are the participation rates 
of the population not at school rather than the participation rates of the total 
population by age groups. 


Table 5.5 — Participation ates by Age and Schooling for Males, 1961 


No schooling High school High school Some 
Age group or 1-3 fey: university 
elementary or degree 


(oak)! oe aaa Ss 
Die OA Way Beets Racers ere 
PA a SY WE eas ich, AP 
35) 4 4a Asie eee 
ASer AS Ae y Meu tile ueke 
Sie OA meee pica serie 
GSiAG aoe toe ees 


SOURCE: Based on DBS, 1961 Census of Canada, Schooling by Age Groups (Cat. No. 
92-557), Tables 99 and 102; supplemented by unpublished data and Occupations by Sex 
Showing (a) Marital Status and (b) Schooling, by Age (Cat. No. 94—513), Table 18. 


Table 5.6 — Lifetime Earnings of Males for Selected Ages and 
Selected Levels of Schooling, 1961 


Schooling 


Elementary 5 —8 .:.....- 151,820 148,449 137,230 
High school’4 — 5 wna. a, os 221,700 222,676 209,484 
University degrees ...i) se) ae 356,108 357,675 353,624 


SOURCE: See infra, Table 5.7 for ages 25 to 64. Additional calculations for ages 15 to 
64 and 19 to 64. 


‘ 


Table 5.7 presents estimates of career (or lifetime) earnings of males aged — 
25 to 64 in the total non-farm labour force and in selected occupational categories — 
adjusted for mortality but not for labour force participation. Estimates were | 
restricted to these age groups because data were not available in sufficient detail _ 


for those aged 15 to 24 for individual occupations to allow using an age somewhat 
lower than 25. However, for all persons with five to eight years of elementary 


schooling, four to five years of high school and a university degree, earnings estimates _ 


are shown in Table 5.6 for earnings for the ages 15 to 64, 19 to 64 and 25 to 64. The 


statistics confirm that measurement of earnings from the age of 15 rather than the , 


age of 25 reduces the differential between the earnings of the low and high 
schooling categories. 
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As might be expected from the differentials in earnings discussed in the | 
previous chapter, considerable variations occur between occupations even where | 
persons have similar educations. Probable lifetime earnings for university graduates _ 
ranged from a low of $133,311 for a clergymen or a priest to $583,535 for a_ 
physician or surgeon. Similar variations were evident among those with only | 
elementary schooling where lifetime earnings in managerial occupations were ap- | 
proximately $200,000 but as low as $67,000 among fishermen, trappers and 
hunters. The statistics provide some indication of the differences in the average | 
income flows to different occupational categories. 


DISCOUNTED EARNINGS 


The criticism of this method of relating earnings and education is that it 
ignores the costs involved in obtaining the education and does not take into account 
the fact that age-earnings profiles differ for different groups. As a result, such | 
unadjusted lifetime earnings show much greater differences between the earnings | 
accruing to persons with higher levels of education and to those with lower levels of 
education than do alternative methods of estimation. As the previous chapter 
pointed out, the lower the level of schooling the flatter the profile of average | 
earnings by age. That is, a worker with a limited education can usually expect to ' 
attain his peak earnings within ten or fifteen years of entry into the labour force. | 
University graduates, on the other hand, may work for thirty years before maximum ; 
earnings are reached.Thus, relative differentials of earnings by age and education are | 
not uniform for all levels of schooling and are much wider between age groups. 
among the more highly educated than among the less skilled. The longer the 
waiting period involved before benefits return, the lower the present value of such | 
returns, and also the higher the probability of intervening events preventing the 
realization of higher returns. 


Because of these differences in earnings experiences, if the value of lifetime 
earnings is discounted by some discount rate to provide estimates of the present. 
value at some fixed age such as 19 or 25, the relative differences between the) 
values of lifetime earnings for different education groups shrink. The higher the) 
discount rate used the smaller the differences. The choice of rates to be used is 
usually arbitrary. | 


Table 5.8 shows the present value calculated using different discount 
rates at age 19 of the lifetime earnings earned between the ages 19 to 64 as shown 
in Table 5.6. Similar data are presented for present values for the ages of 15 to 64. 
The rates used are low interest rates: three per cent, which is approximately the 
rate of return on bank deposits; five per cent, which is approximately the current 
rate of return on Canada Savings Bonds; and eight per cent, which is the rate of 
return that could be obtained on somewhat riskier investments such as mortgages. | 


As has been pointed out, present values calculated at the commencement of 
schooling implicitly reflect opportunity costs by assigning zero earnings to the 
years of schooling. Discounting to age 19, then, has this cost element for university) 


110 


RATES OF RETURN 


graduates but not for elementary and high school graduates. Discounting to age i5 
implicitly includes these costs for high school graduates as well. Since the popula- 
tion under 15 cannot work and is compelled to attend school, discounting to any 
age below 15 is meaningless. 


Table 5.8 — Discounted Lifetime Earnings 


Discount rate 


Males aged 19 — 64 


Schooling 


$ 


$ $ 
Elementary5—8..... 148,449 74,275 54,524 35,330 
High school4—5..... 222,676 108,626 78,114 49,321 
University degree ..... 357,675 164,115 112,100 65,187 

Males aged 15 — 64 

$ $ $ $ 

Elementary 5—8..... 152,473 72,720 48,424 29,301 
High school4—5..... 221,700 100,671 64,264 36,252 
University degree ..... 356,108 151,852 92-025 47,914 


SOURCE: Calculations derived from cross-sectional data in Appendix to this chapter. 


On an undiscounted basis, lifetime earnings of university graduates are 141 per 
cent higher than those of persons with five to eight years of elementary schooling if 19 
is used as the starting age and 134 per cent higher if the age is lowered to 15. If an 
eight per cent discount rate is applied, discounted earnings are only 85 and 63 percent 
higher for ages 19 and 15, respectively. The use of rates higher than eight per cent 
would narrow the differentials further. These estimates confirm that, because of 
the differences in earnings experiences, the extent of the earnings advantage of the 
highly trained can differ substantially if present value is examined rather than the 
undiscounted income stream. The degree of difference is affected by the interest 
rate used and the age span for which discounts are calculated. 


RATES OF RETURN 


The second approach to the examination of earnings and education is to com- 
pare income benefits from education with the estimated costs incurred in ob- 
taining the education. The benefits derived are the additional income flows that 
accrue from possessing more education. Some of the assumptions made for cal- 
culation purposes are similar to those used in calculating lifetime earnings. Average 
earnings are estimated for each age and education group, again on the assumption 
of a cohort of persons starting a career at some specific age. The anticipated 
average earnings estimated are the average earnings per initial entrant, not the 
average earnings per survivor as shown by cross-sectional data. (The two averages 
are shown in the notes at the end of this chapter.) For some particular level of 
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schooling, for example, completion of a university degree, the returns to extra 
education would be the difference between the average earnings per person with a 
university degree minus the average earnings per person with a high school diploma 
in each age group. 

A number of methods have been used to calculate the internal rates of 
return to investment in schooling. The calculations below are, of course, rates of 
return to private investment in schooling. One method that has been used is to 
treat the costs of schooling as negative income during the years of school at- 
tendance.”> The internal rate of return, then, is that discount rate which yields a 
present value of zero for the net income stream derived from the additional 
education. The figures in Table 5.9 show the estimated earnings differentials 


Table 5.9 — Additional Income from Employment Received by Males, 
Year Ended May 31, 1961, as a Result of Completing 
Selected Levels of Schooling@ 


Age Pi University degree 
$ 
RS ein. coh win os Bape Ocuue otto etd —725 
16° Se 2 ieee re ee exe —924 
LURE ks dentate ete ken ety tar = ila? 
LGR hs cc ee on anG ae Oe wooo OaeaG — 1,346 
(OSs Sh eae COD a meee cecere 50 
PAO Se & ce GU ey I iis hen eas 198 
DA css: Cgc Rar Chri  86 8 deed 497 
DZ RA Se RO IEE ot Oa Sa 595 
DB ees tk PP. One as YA cue 668 
OP ERE a eC REAR cs CRON er tr 839 
PD Sees Stok seed Se Cote ea a 1,310 
Bde Aan tances sie haere oie 1,887 
ASE SAE oir eto sua eel Teer ee 2,092 
SOROS Tiers. mene eatweme et se 1,816 
p.c. 
Ratelonreturnia uaa eens 16.3 


@For the ages 25 to 64 the earnings figures are the additional earnings per year at each 
age resulting from additional schooling. For high school graduates these are the additional 
earnings received by graduates as compared with persons having only five to eight years of 
elementary schooling, For university graduates it is the increment in earnings over the 
earnings of persons with four to five years of high school. 


SOURCE: See notes in Appendix 5.A to the end of this chapter. 


for cohorts of males who have completed high school and for cohorts of males who 
have completed university. For high school graduates, the earnings differentials are 
those between high school graduates and males with only five to eight years of 


elementary schooling, and for university graduates the differentials are those between | 


university graduates and males with four to five years of high school. 


23 See Becker, Human Investment, op. cit. 
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It will be recognized that the negative entries are the costs of schooling 
shown in the earlier sections of this chapter. Another study used basically similar 
methods of estimation but elaborated them somewhat.” This alternative method, 
instead of considering costs to be negative income, treated the costs as aninvest- 
ment. The rate of return, then, was calculated to be that rate of interest which made 
the present value of the investment equal to the present value of the income 
stream. This method, illustrated in Table 5.10, yields the same results as the pre- 
vious approach but eliminates the use of negative figures. The statistics show the 
cost to an elementary school graduate of securing both a high school graduation 
diploma and a university degree and the net earnings differentials between a uni- 
versity degree and an elementary school education, by age group. 


Table 5.10 — Costs and Returns to Elementary School Graduates from 
Completion of Elementary School to Completion of University 


Costs or Additional 
Age ; : a 
investment income 
$ $ 
SME Se ae oer rat ols becteve ce tone WAS es 
1G re? Se as eae 924 = 
NT aes ee 8 Bean, Care cRar W122 — 
Sis AA. oF Amel sa teh: oh eescs 1,346 = 
Oa a icmar etc are ad PH nia eal ve 1,493 - 
DOME. co ca Nater sc ah Se sys 1,526 = 
DAG. a ttt sche Ses ee) eas 2,022 = 
DD: 3 ise a MEO ks OME ORS 2,366 = 
WE) RES CAPO MORE SPONSE = 1,113 
DAS a ee Roto ks Suck Visa dioun = 1,531 
WS BS RYT ot Clas eo Oe Oat oe Oa = 3,418 
Boe ae ee Pe ee ee eis “ 5,910 
AS eS AN SINS. Me a cred Pewee = 6,396 
Se Oa.) SUN Sigma. WAR PASS Fe = 55597 
Rate ofreturmiy .) ceee-uetarees. As Pies percent 


4For the age groups 25 to 64 the earnings figures represent the additional! earnings per 
year at each age resulting from additional schooling. 


SOURCE: See notes at end of chapter. 


The estimates in Table 5.9 suggest that rates of return based on earnings 
before taxes are higher for an investment in a university education than for an in- 
vestment in a high school education. For both levels of schooling the internal rates 
of return are substantial and alternative investments to education would be more 
profitable only if yields exceed rates shown in the two previous tables. These 
findings as to the greater returns to a university education than to a secondary 
school education appear to be the reverse of the American experience where 


24; tansen, Total and Private Rates of Return to Investment in Schooling, op. cit. 
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estimates prepared for a number of years using census and other data suggest that 
higher rates of return occur for high school graduation than for university grad- 
uation.” An examination of United States census data from the 1950 and 1960 
Censuses suggests that there are significant differences in the age-earnings profiles 
of the various education groups in the two countries. For example, in the age 
group 25 to 34 there are much greater relative differences between the average 
earnings of university graduates and the average earnings of those with secondary 
or elementary school diplomas in Canada than in the United States. A higher 
education is a scarcer attribute in Canada and, as a result, younger entrants into the 
labour force with university degrees may have a greater immediate salary advantage 
relative to high school graduates and older university graduates than is the case in 
the United States. Competition among employers for the limited supply of uni- 
versity graduates coming into the labour market each year may have raised salaries 
offered to graduates more rapidly in recent years than the salaries of university 
graduates who have been in the labour force over a longer period of time. The 
average earnings by levels of schooling for those aged 25 to 34, according to the 
recent censuses in the two countries, show the following patterns. 


Table 5.11 — Average Earnings for Males Aged 25 — 34, by Level of Schooling 


Canada 
Level of schooling = ee year oe 


Elementary schooling 5 — 8 years 
Elementary schooling 8 years .......... 
High school4i="5' years.) 10-1 ee ine 
Winiversity,desrcemcn. acu eon esncnens foe reas 


4White males only. 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-502), Table B 6. 
United States Census of Population 1960, Occupation by Earnings and Education (Report No. 
PC (2)—7B), Table 1. 


The other significant difference evident between Canadian and American 
data is the shapes of the age-earnings curves. In the United States, for all levels 
of schooling, comparisons of earnings in the older age groups with earnings in the 
younger age groups show greater differences than is true in Canada. The signifi- 
cance of this to estimates of present value of lifetime income streams has already 


25 See Hansen, Total and Private Rates of Return to Investment in Schooling, p.138, and 
Becker, Human Capital, p. 128. The Becker estimates show substantially higher rates of returns 
to high school graduates than to university graduates in recent years. 

Hansen points out that highest rates of returns are received by elementary school graduates 
who have no costs and then by persons leaving high school after one or two years, as private 
costs are exceedingly low at this point. As has been pointed out, it is assumed that private 
costs of elementary schooling for Canada are zero, as well, so that private returns to elementary 
schooling would also be the highest of all since such returns are infinitely large. 
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been mentioned. Table 5.12 shows the relationship of average earnings for the age 
groups between 35 and 64 to average earnings of the 25 to 34 year old group for 
various levels of schooling in each country. 


Table 5.12 — Ratio of Average Income from Employment by Age Group 
and Schooling for Males in Current Labour Force, of Canada and the United States# 
(Age group 25 — 34= 100) 


Canada 
No schooling | High school | High school Some University 
or elementary 4-5 university degree 
100.0 100.0 
129.3 144.2 
134.7 156.6 
131.6 15383 


United States 


Elementary | Elementary |High school |High school | College College 


0-7 8 ike 3 4 ices! 4 or more 
5p 4 As Shes 100.0 100.0 100.0 100.0 100.0 100.0 
Bord 4 bee a. 11335 111.6 MIBRS 118.7 134.3 154.3 
AVS oly Reagan 115.6 114.8 ‘liga 124.0 146.7 189.4 
5S). ee Feces 115.6 112.6 iM es) 126.6 146.9 186.1 


4For Canada, employment income is for the year ended May 31, 1961 and for the United 
States the income is for the calendar year 1959. For Canada, the statistics are for males in the 
current labour force on June 1, 1961 while for the United States the data are for white males in 
the current labour force on April 1, 1960. 


SOURCE: See Table 5.11. 


The only education group showing similar age-earnings patterns in both 
countries were the high school graduates. For levels of schooling lower or higher 
than this, earnings in older age groups relative to younger age groups rose more in 
the United States than in Canada. It should perhaps be noted that it is probable 
that a much higher proportion of the university-trained labour force in the United 
States as compared with Canada had post-graduate training, and this might be a 
partial explanation for the difference in the earnings experiences of university 


26H ifferences exist between Canadian provincial school systems and the American system 
at the secondary school level. Some Canadian provinces have five years of secondary schooling 
while others have four as in the United States. As a result some universities have accepted the 
fifth year of high school as the equivalent of one year of university. It has been suggested that 
high school graduates from five-year courses should be considered to have some university 
and not simply high school graduation. This is the point of view which has been adopted in the 
study by Gordon Bertram on the contribution of education to economic growth in Canada 
published by the Economic Council of Canada. 
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graduates. There were no data to confirm this but education statistics indicated 
that a higher percentage of university graduates in the United States continued on 
to pursue graduate studies than was the case in Canada. 


The other element in estimating returns is the costs. No published estimates 
for the United States for 1959 of private costs of schooling similar to above costs 
for Canada exist to provide some indication as to relative levels of private costs in 
the two countries. Until more current estimates of costs and returns become avail- 
able for the United States it is impossible to explore further whether different 
relationships exist between costs and yields in the two countries and the reasons 
for such differences. 


Some concluding comments should be made concerning some of the limita- 
tions of estimates of rates of return. The above estimates were made for gross 
earnings before taxes; the higher the level of earnings the higher the taxes payable 
and the higher the marginal tax rates applicable to additional income increments. 
Estimates on an after-tax basis would show lower yield rates and might reverse the 
findings as to the profitability of investment in a university education vis-a-vis a 
high school education. 


A more serious limitation of the above analysis is that it is based on cross- 
sectional data secured at one point of time. Substantial increases have occurred in 
earnings in recent decades, whether measured in current dollars or in real terms. 


Should these trends continue, actual lifetime earnings will, in fact, be much 
higher than indicated by the estimates based upon cross-sectional data. The extent 
of under-estimation will be affected by the age for which the estimates are prepared 
and the productivity growth rate. Some estimates have been prepared for the 
United States using varying assumptions as to productivity increases and discount 
rates. These estimates show, for example, that lifetime earnings of a university 
graduate aged 20 will, on an undiscounted basis, be more than twice as large if 
productivity increases of three per cent occur than if an assumption of zero pro- 
ductivity increase is made. 


Where such adjustments have been attempted, the assumption has been made 
of equal benefits to all education groups. This points to another weakness of these 
estimates — the assumption that differentials existing between the earnings of dif- 
ferent education groups will remain unchanged. The lack of Canadian data makes 
it impossible to examine Canadian trends but the narrowing of earnings between 
skilled and unskilled occupations between 1931 and 1951 suggests that a narrowing 


27 adjustments of this type have been incorporated in the estimates prepared by Becker 
in Human Capital. See also the comments by Herman Miller in “Lifetime Income and Economic 
Growth”, American Economic Review, Vol. LV, September 1965, on the effects of economic 
growth on earnings by age cohorts. Miller has also prepared estimates of lifetime earnings for 
selected occupations and educational categories using different assumptions as to productivity 
increases and discount rates. These have been published by the U.S. Bureau of the Census in 
Present Value of Estimated Lifetime Earnings Technical, Paper No. 16, Washington, 1967. 
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probably occurred between earnings of workers with higher and lower levels of 
education.” United States data indicate that changes have occurred in differentials 
from decade to decade.”? For example, if, in future, differentials between the higher 
and lower levels of schooling widen, the returns to university graduates may prove 
to be larger than the above estimates indicate. On the other hand, if the increasing 
supply of university graduates in the future results in less of a salary premium on a 
university training, differentials could narrow. This might result in lower returns to 
private investments in higher levels of schooling. The estimates of rates of return 
above therefore must be interpreted as the rates of return based upon a static 
situation. The incorporation of assumptions about the direction of change in 
earnings might alter the results. 


Br or evidence, see Sylvia Ostry, ‘‘Labour Economics in Canada’’, Chapter XV in H.D. Woods 
and Sylvia Ostry, Labour Policy and Labour Economics in Canada, Toronto, 1962. 


29 Werman Miller in Rich Man, Poor Man shows that a narrowing occurred in the United 
States between 1940 and 1950 but that this trend was reversed between 1950 and 1960. 
Becker in Human Capital, Chapter VI, shows that relationship between returns to a high 
school education and to a universtiy education changed between 1939 and 1958 in the 
United States and suggests that rates of return on both high school and college education 
declined significantly during the first forty years of the century. 
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ESTIMATES OF COSTS OF SCHOOLING 


APPENDIX 5.A — NOTES ON METHODS 


Estimates of Costs of Schooling 


Estimates of earnings foregone for the age groups 15 to 24 were based on 
data collected in the census sample questionnaire on incomes. Tabulations were 
available on income from employment by sex, by age and by schooling of the cur- 
rent labour force. Average employment income was tabulated only for the 15 to 24 
age group in total. Data tabulated from the main census questionnaire on wages and 
salaries earned by wage-earners by age and schooling for those aged 15 to 19 and 20 
to 24 were used to estimate earnings for the same age groups from the sample data. 
Estimates for individual years of age from 15 to 24 for each level of schooling 
studied were then obtained by interpolation. Estimated average earnings for males 
aged 15 to 19 and 20 to 24 were as follows. 


Table 5.4.1 — Average Earnings for Males Aged 15 — 19 and 20 — 24, 
Year Ended May 31, 1961 


Age group 
Level of schooling 


Blementary 5 — 8: Veats «eyes ens. esl 2 es 3 
High school 4 — 5 years .......-.--+6.6- 
Winiversitygdertee Bratt: ack coli) ieee <4 3,423 


The number of university graduates in the age group 15 to 19 was very small. 


High School 


The estimate used for the cost of books of high school students was 
an arbitrary one, determined after some informal investigation of what normal ex- 
penditures might be. Some school systems provide free books to high school 
students but no information exists on the prevalency of this practice. 


It should be noted that no adjustment was made to the earnings foregone 
estimates for high school students for possible part-time earnings or summer 
employment. Census statistics indicate that only a small fraction of the secondary 
school age groups attending school reported labour force participation during the 
previous twelve months.” The statistics used for earnings foregone for high school 
students were the estimated average earnings of males with five to eight years of 


cee DBS, 1961 Census of Canada, Characteristics of Persons Not in the Labour Force 
(Cat. No. 94-546), Table 42. 
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elementary schooling. This group included persons who did not complete ele- 
mentary school and for whom no separate data existed. The statistics on earnings 
of elementary school graduates would have been more appropriate but such 
tabulations were not possible from the census. Further, for students in the senior 
years of high school, earnings foregone or opportunity costs should perhaps be 
based upon the earnings of members of the labour force with some secondary 
schooling. If this series had been used, the earnings foregone estimates used for 
high school costs would have been somewhat higher. 


University — For university students, earnings foregone were estimated by taking 
average earnings of high school graduates in the relevant age groups and subtracting 
from these an estimate of the average earnings of university students from part-time 
and summer employment.3! The statistics indicate that 90 per cent of male univer- 
sity students held summer jobs and another small fraction held part-time jobs 
during the school year. Average earnings from summer employment were assumed to 
equal median monthly earnings multiplied by four — the probable duration of 
employment — and estimated to be average earnings per student working. This 
average was adjusted downward to estimate average earnings per student at univer- 
sity. The earnings foregone estimates were then compiled as follows. 


Table 5.4.2 — Average Earnings Foregone for Males Aged 19 — 22 


Less earnings Less part-time Net earnings 
earnings foregone] during holidays earnings foregone 


For estimates of part-time earnings and other costs, the statistics used were 
the average costs of students registered in arts and science, engineering, medicine 
and dentistry. In addition to an adjustment for student earnings, one was also made 
for average receipts of bursaries and scholarships. 


Some students receive other miscellaneous grants but no adjustment was made 
for this. The estimated direct costs of schooling were assumed to be tuition, 
books, supplies and transportation costs of students whose normal residence was 
not in the same city. These are the costs that are usually accepted as the additional 
costs of securing a university education although there may be other costs that 
should be included. For example, one author has suggested the inclusion of the 


31 ve : 

‘ Statistics on the income and earnings of university students were obtained from DBS, 
University Student Expenditure and Income in Canada, 1961-62, Part II — Canadian Under- 
graduate Students (Cat. No. 81-520). 
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possible return on savings which might have occurred from additional income that 
would be available to the family if children entered the labour force permanently 
instead of staying in school.32 


Methods of Estimating Lifetime Earnings 


The estimates of lifetime earnings were derived by the use of life tables com- 
bined with average earnings by age for the various .education groups. ° As an 
example, calculation of lifetime earnings of university graduates between the ages 
of 25 and 64 is given below: 


1. Out of every 100,000 male children born in 1961, 94,577 could expect to 
survive to the age of 25. Assume that they are all university graduates and all enter 
the labour force and work until the age of 65. 


2. Between the ages of 25 and 34 the survivors will live a total of 939,329 
man-years.34 If these individuals were all university graduates, on average they 
could expect to earn $6,909 per year. Aggregate earnings for the group for this time 
period would be $6,489 million. 


3. The number of man-years lived between ages 35 and 44 would be 920,559. 
Average earnings of university graduates in this age group are $9,966 so that ag- 
gregate earnings would be $9,174 million. 


4. For the age group 45 to 54, the number of man-years lived is 879,770, 
the average earnings $10,821 and aggregate earnings $9,520 million. 


5. For the age group 55 to 64, the number of man-years lived is 778,644, 
the average earnings $10,609 and aggregate earnings $8,261 million. 


Average lifetime earnings per initial graduate are simply the sum of the ag- 
gregate earnings for all the age groups ($33,445 million) divided by the original 
number of males (94,577). This yields a figure of $353,624 per person. 


These estimates were also used for calculating differentials by age and 
education groups. For example, for the age group 45 to 54 the aggregate earnings 
for the original entrants averaged $952 million in total per year in this age group 
and the average annual earnings were $10,066 per person in contrast to the average 
earnings of $10,821 reported by survivors. 


Table 5.A.3 summarizes actual average earnings by sex, age and occupation 
as shown by cross-sectional data from the 1961 Census for males aged 19 to 64 
with selected levels of schooling. Table 5.A.4 shows the hypothetical average 


32 Richard S. Eckaus, “Education and Economic Growth”, Economics of Higher Education, 
ed. Selma J. Mushkin, p. 114. 


331 ife tables used are DBS, Canadian Life Tables, 1960-1962 (Cat. No. 84-5 16). 


aA x somewhat greater precision could be achieved by using the number of persons still 
alive at the mid-point rather than at the beginning of each age. 
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earnings of a cohort of males aged 19 with the same age and schooling as esti- 
mated by the method described above. The statistics in this second table were 
the statistics used for earnings differentials in the calculation of the rates of return. 


Table 5.4.3 — Average Earnings of Males by Age and Selected Levels of Schooling, 
Cross-Sectional Data, 1961 Census 


Elementary school High school University 
5 — 8 years 4 — § years degree 


3,550 
4,100 
6,908 
9,964 
10,821 
10,595 


The estimates of average earnings per person for a cohort of 95,483 males 
aged 19 for the ages 19 to 64 and selected levels of schooling were as follows. 


Table 5.A.4 — Hypothetical Earnings Estimated from Cross-Sectional Data, 


1961 Census 
Elementary school High school University 
5 — 8 years 4 — 5 years degree 
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Chapter Six 


STRUCTURE OF FAMILY INCOME 


1. RELATIONSHIPS BETWEEN INDIVIDUAL AND 
FAMILY INCOME DISTRIBUTIONS 


The analysis in Chapter Three attempts to explain where incomes originated 
and who in the population received an income. The statistics indicate that the 
greater part of the adult population in 1961 was in receipt of money incomes and 
that many of the income recipients were not heads of families. This was especially 
the case with women income recipients, the majority of whom were married, and 
with the younger age groups of both sexes. Therefore, the individual income dis- 
tribution, in itself, is an inadequate indicator of the financial resources available to 
the persons who comprise a family unit. There is still a popular misconception that 
in the typical Canadian family the head is the sole breadwinner and that wives and 
children must be supported out of the head’s earnings. In fact, in 1961, the majority 
of Canadian families had two or more family members in receipt of incomes. 


The level of living that can be achieved by a family is a function of the 
total income available to the family and family income is considered to be the 
most important variable for the examination of consumer expenditures and 
savings or for evaluation of income adequacy. This chapter explores some 
aspects of the structure of family income. 


DEFINITION OF THE FAMILY UNIT 


The family for purposes of the analysis in this monograph, unless otherwise 
indicated, is defined to be a group of persons living in the same household and 
related by blood, marriage or adoption. This differs from the official definition of 
the family in Canadian census statistics. The census family is defined as consisting 
only of a husband, wife and any unmarried children resident in the same household 
or of a father or mother and unmarried children. The effect of these definitional 
differences on the family income distribution is discussed in detail in Appendix C.!1 
Persons who live alone or live with people to whom they are not related are 
referred to as persons not in families or unattached individuals. The broader 
definition of the family, rather than the narrow census definition, has been 


1 Although the main census volumes and most special census reports tabulated family 
income on the census family definition, one special report was issued on economic families, 
that is, families more broadly defined in Economic Families (Cat. No. 98-524, Bull, SX-10). 
This contains much of the income data used in this chapter as well as statistics on the number 
of families by selected characteristics. 
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adopted for analytic purposes in this monograph because it is the definition 
used in the intercensal income estimates derived from sample surveys and 
because it is consistent with the definition in use in the United States. Use of 
this definition, therefore, facilitates comparisons of changes in the Canadian income 
distribution over time and international comparisons of income distributions. 


In Chapter Three, an analysis was made of the income distribution of the 
adult non-farm population, in total some 10,100,000 persons. Of these, approxi- 
mately 955,000 were persons living alone and not part of a family group while 
somewhat over 9,000,000 were family members. These 9,000,000 adults formed 
approximately 3,600,000 families; in these families approximately 6,400,000 adults 
had money income from some source. 


2. INCOME DISTRIBUTION OF FAMILIES 


In 1961, the income distribution of families when cross-classified by the 
number of persons in the family with incomes showed the following patterns. 


TABLE 6.1 — Percentage Distribution of Families by Size of Income 
and by Number of Income Recipients, Year Ended May 31, 1961 


Income group 


INOiNCOMeCi eked een eben ts te 
WindermS 1-000. seems i. sweueke 1s thee 
ST 000E= 3 Se e499 nts eee aes 
TSOOTSS E9997 odin tude oeeas 
2000 22.400 T.. eri eit teas 
2500; = Ne 25999F Sees WP 
S000 =" B24. 99. seen em curs Coe 
33500 —" "S999 see eo eee 
400064 499 ees Beh ee 
AS00241 9499975 wa secech teen 
SOOO %—. 152499 eae < no. 5 Saree 
SOOO 5 aD GOO nae ate ac ee 
CS000 FF 6999). Ail ee ee 
PE000S=7 B19 99M. 35 Raise. Se 
31000 =e 999 ar) a 
OROOO Es eit 4909 et sc a ee 


Average income 
Median income 
anilicS emer ete, Soe teeter eee 569,959 


SOURCE: DBS, 1961 Census of Canada, Economic Families (Cat. No. 98-524, Bull. 
SX—10), Table B 12. 
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CHART 6.1 
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YEAR ENDED MAY 3! 


PER CENT 


ALL FAMILIES 


S2 


Nene 


% 


BOSS 555505} 


CLL, 
S524 


FAMILIES WITH ONE INCOME RECIPIENT 


FAMILIES WITH TWO INCOME RECIPIENTS 


FAMILIES WITH THREE OR MORE INCOME RECIPIENTS 


DOLLARS 


Source: Table 6.1. 
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Only 43.4 per cent of families depended upon one income, 40.5 per cent 
contained two persons with incomes and 15.7 per cent had three or more. In 
approximately 37 per cent of families, wives had their own incomes, unmarried 
children received incomes in one fifth of all families and somewhat over 10 per cent 
of families included other relatives with incomes.? 


As Table 6.1 shows, the greater the number of income recipients in the 
family, the less the incidence of low income. Over one quarter of families dependent 
upon one income had incomes below $3,000, a ratio that dropped to one fifth in 
families with two income receivers and to eight per cent for those with three or 
more. In the income brackets $8,000 and over, only nine per cent of families with 
one income recipient had incomes above this amount, the ratios being 18 and 42 
per cent, respectively, for families with two or three or more persons with incomes. 
To a considerable extent, above-average family incomes were attributable to the 
presence of several income receivers in the family rather than to high income 
receipts by the family head; only 23 per cent of families with incomes above 
$8,000 depended solely upon one income. 


Statistics from sample surveys indicate that the proportion of families 
dependent upon one income declined over the preceding decade, attributable 
perhaps to the growing labour force participation of married women.? The same 
statistics show that wives appeared to have replaced children as the most important 
secondary contributors to family income, a fact confirmed by the statistics cited 
in the previous paragraph.4 The decreasing contribution of children may have 
resulted from a number of factors — the increasing duration of schooling, which 
kept children out of the labour force longer, and the earlier age of marriage. This 
means that in earlier periods children entered the labour force at a younger age and 
remained with the family group for some years contributing to the pool of family 
income. The modern generation is more likely to marry shortly after the com- 
pletion of schooling or even while still at school, so that children are more 


2 It must be pointed out again that family allowances were added to the income of 
husbands so that the census classified wives as having incomes only if the income were 
other than family allowances. 


3 The surveys referred to are the Surveys of Consumer Finance described in Appendix C 
on data sources and definitions. In 1951, the Survey estimates showed that well over half of 
families had only one income recipient and that the proportion declined between 1951 and 
1961. Comparisons of the Surveys with census data indicate that the Surveys show a higher 
percentage of families with only one income receiver, so that the 1951 data which were 
collected from a sample of only 5,000 family units could not be used to estimate the actual 
decline in the proportion of families dependent upon one income. 


4 A classification of income receivers in the Surveys (see footnote?) data by relationships 
to head of family unit showed that, in 1951, 8.9 per cent of persons were wives of family heads 
and 20.7 per cent were sons or daughters. In 1961, 15.1 per cent of income recipients were 
wives and 15.4 per cent were sons or daughters. 


1931 Census data on families were tabulated on the same concept as the one used in this 
monograph. Statistics for 1931 show that in families headed by male wage-earners only three 
per cent of wives had earnings while 54 per cent of all children aged 15 and over were in receipt 
of earnings, so that labour force participation of wives was negligible. In 1961, 21 per cent of 
wives in non-farm census families with a husband and wife present were in the labour force. 
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likely never to be contributors to the family income of their parents or to be 
contributors for a much shorter part of their working careers than in earlier 
decades.$ 


The families completely dependent upon the income of the family head were 
those families with only one person receiving an income and in 99 per cent of 
these families the income recipient was the family head. In families with two, three 
or more income receivers these were the additional contributors: 


TABLE 6.2 — Relatives Contributing to Family Incomes, Year Ended May 31, 1961 


Number of income recipients in family 


Contributors 
3 or more 


LOnMarhied cildren weitere hela hculshe: sis st 
OENCTETCLALIVES Fh cise LORS eso oh ahs) Med o te wis a 


SOURCE: Unpublished data from 1961 Census of Canada. 


These statistics confirm that wives were second in importance to family 
heads as contributors to family incomes. In two thirds of families with multiple 
income recipients, the wives had incomes. 


The following two tables give some indication of the relative amounts of 
income which the various family members added to the income resources of 
families. Table 6.3 shows the income received by heads of families, with male and 
female heads shown separately; Table 6.4 shows the income distribution of 
other family members. Only a small fraction of families, less than 10 per cent, 
consisted of families headed by women. Heads of families, of both sexes, had 
average incomes higher than the average incomes of all male or all female income 
recipients. Heads of families included a lower proportion of the youngest and 
oldest age groups than did the total adult population. Women heads of families, 
however, still had extremely low incomes in their own right. In fact, in such 
families the incomes of other family members usually exceeded that of the family 
head and this suggests that in families with women heads the head might be 
largely supported by other relatives rather than the reverse. 


5 Census statistics indicate that the absolute number of unmarried children aged 25 and 
over living with their parents declined between 1956 and 1961. This means that there were 
relatively fewer adult children per family in 1961 than in 1956, the result perhaps of earlier 


marriage or of lower birth rates in the 1930s. Similar statistics are not available from earlier 
censuses. 
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TABLE 6.3 — Percentage Distribution of Incomes of Heads of Families# 
by Size of Total Income, Year Ended May 31, 1961 


Income group and item 


Noincome ...:.. oar eA a ema Se, mre 


Under $1,000...... reams eee oma or eae 
$1000. Si l499" se. ake, see ee 
LU SOO =F 13999 os ees. co Leora, 
DOO =F 25499 cae g thers een ee wees comes 
DS OOi=3 222999. est eee Pee wee alee ie 
35000.—" 35499 5k a. cg os ere ie ene 
34500 135999 Ske oe ee eee eee 
4:000;=59"4..499 o..5 F ioce cuts Se 
ASO0 == (459995 as sco heucitbems bowen mele 
S000 655499 os ) gece ces tetn fares 
S500 £5;999N RE See ee 
62000: =) 6999 Ave ee eee ee 
TOYO = YES) cabs 5 6 ey te aes tenors 
S000 29999 NF a. ee ee eu eee 
TOL000 = 14.999 ere es os ero d Shoieee 
USPOOOfanGhOVer fe leussts 5 cuca taeeadd een umene 
Totals® is irickce-> Gece 0 ocokca-w eels ots 
Avetaseincomeof head: nuey nen. sunone ne $ 4,609 1,743 4,386 
Median income of head ............ $ 4,064 1,141 3,904 
Averageancomeof family. cies. siencnene rs $ 5,833 4,187 5,704 
Median income of family ........... $ 4,981 3,382 4,882 
Bamilies seep aien sae? ok. eae ae eae ee No.| 3,343,756 283,208 3,626,964 


4 The Census follows certain conventions in designating the head of family. Where 
married couples are present the husband is always the head. Where a household consists of one 
parent and unmarried children, the parent is always the head even if the household is main- 
tained by the children. As a result, the head of family is not necessarily the main family income 
receiver. 

SOURCE: DBS, 1961 Census of Canada, Economic Families (Cat. No. 98-524, Bull. 
SX—10), Table B 9. This table was adjusted to include heads of families with no income; there 
were 26,064 male heads and 21,752 female heads with no income. 
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TABLE 6.4 — Percentage Distribution of Incomes of Relatives? by Size 
of Total Income, Year Ended May 31, 1961 


Income group Wives Unmarried Other 
children telatives 
p.c p.c p.c 
0 EE ee a he ea i ee 29.8 26.0 11.6 
Sn SS Po, ee de > o's eS hele P27 15.2 29.6 
ee ee ne 10.8 11.0 11.1 
CT SD aoe nee ee ee 8.1 9.6 8.5 
2 Se 0 ee ee eee 8.4 10.8 9.0 
can 0 heeniALG 6 eaten ea arp gee 6.2 Tl 6.9 
Pe PARE i aes oe Ao 5.6 73 7.4 
es on cane 3.1 4.3 5.0 
oR 2 es oe ee ee 2.8 3.5 6.2 
PN AMT OME eS CN. clas a aye o ss 24 4.6 4.7 
eee ay See tates ge wwe ss 100.0 100.0 
ee ee ee eee $ 1,486 1,738 1,710 
DRESS ten te ak a sm $3} 946 1,400 1,396 


4@These statistics are for the wives, unmarried children and other relatives of heads of 
households: rather than heads of families, although the differences between the two categories 
would not be great. 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-501), Table 
AT. 


The following statistics summarize the upward shift in family incomes when 
the total family income is compared with the income of the head. 


TABLE 6.5 — Quartiles and Medians — Incomes of Heads 
and Family Income 


Ratio of family 
to income of 
head 


Income of Family 


Item head income 


ae =a S aes = Ss ae Se SS Se Oe fF > S| 


a af ee ee a es ey ee ee we 


natn pases [504 


SOURCE: Calculated from Tables 6.1 and 6.3. 


If quartiles are compared, the greatest change is found to occur in the first 
quartile; the upper limit of the first quartile in family income is approximately 38 
per cent higher than the first quartile income of heads of families. Average 
incomes rose by 30 per cent. 
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As Table 6.4 shows, although wives were much more frequent contributors 
to family income, the average contribution per person of children and other 
relatives in the family was greater. However, the effect of wives’ incomes on 
family spending and saving habits might be quite different from the effect of 
incomes that accrued to other family members. A wife’s income is more likely 
to be a permanent component of family income while the income of unmarried 
children might be a transitory addition to family resources. When children leave 
home the income is no longer available to the household and, even while children 
remain with their parents, the probability is that children are much more 
likely to maintain a separate control on all or part of the disposition of their own 
incomes. The departure of children, then, might not affect the real incomes of the 
parents. 


Elderly relatives such as widowed parents of the head or of his wife 
constituted the majority of other relatives present in family groups; almost two 
thirds of such persons were 55 years of age or older. The incomes of these persons 
were relatively low. Families consisting only of a husband, wife and unmarried 
children might be termed “normal” families; families with other categories of 
relatives present might be designated as “‘doubled-up” families. The income and 
demographic characteristics of persons who move in with relatives suggest that 
where doubling-up occurs inadequacy of income is likely an important factor.6 
Their membership in a family is more likely to be permanent than is that 
of unmarried children. The major benefits of living together might accrue 
to the person moving in with a related family group rather than to the family unit 
that acquires the person as a member. In fact, where persons who have little or no 
income double-up with a related family, the relatives might experience a decline 
in their level of living by adding another person to the family unit. There is some 
evidence that in postwar years with the improvement in real incomes and with the 
introduction of universal pension payments to the aged the proportion of persons 
(and families) doubling-up has been decreasing. If the income position of the older 
population continues to improve it could be expected that the higher income 
would be used to set-up a separate household.7 


F FFECT OF WIVES’ EARNINGS ON FAMILY INCOME 


The entry of married women into the labour force in substantial numbers is 
a recent phenomenon in Canada. Labour force participation of married women 
rose substantially during the Second World War period but at the end of the War the 


; 6 The statistics indicate that approximately one sixth of such relatives had no money 
income. 


7 Some aspects of the living arrangements of the older population are discussed in the 
paper presented by the author to the Special Committee of the Senate on Aging. See 
Proceedings of the Special Committee of the Senate on Aging, No. 18, The Senate of Canada, 
Oct. 22. 1964, Queen’s Printer, Ottawa, 1964. This subject is also discussed further in Chapter 
Nine of this monograph. 
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majority withdrew to return to full-time housekeeping. As mentioned in the earlier 
chapters, in the 1950s there was a movement back into the labour force on the 
part of married women and this accounted for most of the growth in the female 
labour force between 1951 and 1961. 


The employment of married women is a subject that arouses considerable 
controversy. When unemployment rises, suggestions promptly appear that one 
partial solution to unemployment is the withdrawal of married women from the 
labour force to open up jobs for the unemployed. An examination of the 
characteristics of the unemployed and of the employment patterns of the female 
labour forte suggests that only a small proportion of the unemployed in periods of 
high unemployment could, in fact, replace the married female labour force. Other 
arguments advanced against the employment of married women is the disruptive 
effect upon the family, especially young children, of having the wife or mother 
absent from the home. The trends since 1951 suggest that the employment of 
married women has become a permanent feature of the labour force and that the 
time may come when it will include the majority of the married women. 


A study of the participation patterns of married women reached the conclu- 
sion that family composition was a more important influence upon the participation 
of married women than any other factor.8 Women were most likely to work if there 
were no children living at home and least likely to work if there were children at 
home of pre-school age, or under age six. The income of the husband was also a 
factor although when age of wife and family composition were taken into 
consideration the behaviour in respect to participation seemed to change most 
when the husband’s income was above $7,000. For husbands’ incomes below that 
level, family composition and the age of the wife appeared to be more important 
explanations of participation rates. 


It may be interesting to examine what the effect on family income would 
have been in 1961 had wives remained completely outside the labour force during 
the year. Table 6.6 presents statistics on the family income distributions 
of families with both husband and wife present, including and excluding the amount 
earned by the wife as a result of employment. The table shows the total income 
distribution of all families headed by husbands and wives and the income 
distribution for families with wives in the labour force and without wives in the 
labour force.9 The final columns of figures show the incomes of all husband-wife 
families excluding wives’ earnings and the incomes of families with wives in the 
labour force excluding wives’ earnings. 


8 See Sylvia Ostry, The Female Worker in Canada, published in the series of Labour Force 
Studies in the 1961 Census Monograph Program. 


9 These are families where the wife was in the labour force at census time or indicated that 
she was in the labour force during the previous 12 months. 
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TABLE 6.6 — Percentage Distribution of Husband-Wife Families by Size of 
Family Income, Including and Excluding Earnings of Wives, 
Year Ended May 31, 1961 


Family income 
excluding 
wives’ earnings 


Total family income 


Income group 


Without With 
‘iis king families hee king 
wives wives 


Under. S1s000 weet 3s) ey 


Si OOO = S21 499 ne as 
RC Die NRE ee Pee ae 3.6 
2,000! 992,499 ose « a2 
OAS, Uti y?28e bec I argc ts 6.4 
32000 =15 35499) on eens 941 
BES OO SieS. 999 8s eae 10.5 
4,000- 4,499 ..... eg 
A SOO 4999 ess 9.4 
5,000- 5,499 ..... 8.9 
ae Ug A Ee a 5.5 
63000: =" 765999 eae 8.2 
PQ00 =) ©1999 eat. ve 4.8 
S000 5 29 999 reat 4.7 


10,000 — 14,999 ..... 
15000 Mndover a4. 


MOUAIS ves ih mene det ane 
Average income ..... $ 
Median income...... $ 4,308 
Hamiliesieeacaey en ae 


SOURCE: Unpublished data, 1961 Census of Canada. 


The earnings contributed by working wives had the effect of raising the 
average level of family incomes for all husband-wife families, both the average or 
arithmetic mean and the median by approximately $500. The incomes of families 
with working wives were some 13 per cent higher than the incomes of families with 
wives outside the labour force. Families with wives in the labour force have lower 
proportions in the low-income brackets and a higher proportion in the middle- 
income ranges. A classification by broader income ranges shows the following 
pattern. 


Only 10 per cent of families with wives in the labour force had incomes 
below $3,000, nearly one third had incomes of $5,000 to $7,000, and another 
quarter received $7,000 to $10,000. In families with wives outside the labour force 
somewhat over one fifth had incomes below $3,000 and one third had incomes 
between $3,000 and $5,000. Obviously, the presence of the wife in the labour force 
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: 


TABLE 6.7 — Percentage Distribution of Incomes of Families With and 
Without Working Wives by Broad Income Groups, 
Year Ended May 31, 1961 


With 
working wives 


Without 


Bt ee working wives 


iraeray ss OOK tse Leiew ely Mee a deers cron sias, 6 22.0 

SS OOO, — $4,999 iy bec tiie me ches shes che 33.1 

POO = OLD 99 Wea tetet cuir ohesemass: sh 22.5 
PEOOO R= 92999) le lete Liuleioeets at s.dbete 4 
MOKOOOAN GIOVETEMS Te teense oi ote le 5 
MO CAIS Se ees relies oi lel MOM ole: cout de, 5 


SOURCE: Table 6.6. 


is, for many families, the means by which families can move into middle-income 
brackets. For these families, withdrawal of the wife from the labour force would 
_ mean a substantial drop in family income. Chart 6.2 plots the cumulative income 
_ distributions of families with working wives including wives’ earnings and excluding 
_ wives’ earnings. Removal of the wives’ earnings shifts the income curve sharply 

downward and the resulting income distribution is lower than that of families with 
non-working wives. Where somewhat over one third of families with wives in the 

labour force had incomes below $5,000, nearly two thirds of these families would 

be in this bracket if wives’ earnings were removed. The proportion with incomes 
_ above $7,000 would drop from 33.5 per cent to 13.5 per cent. Average and median 
_ incomes would be lower by some $1,600. The proportion of families with low 
_ family incomes, under $3,000, would be approximately the same as for families 
_ with non-working wives, but the proportion of families whose incomes would fall 
- between $3,000 and $5,000 would be greater than in the case of families with wives 
who do not work. This may be a reflection of the point made previously that 
_ participation rates drop when husbands’ incomes rise, so the higher the income of 
_ the head the less likely the wife is to work. Husbands in families with non-working 
_ wives would thus have higher average incomes. 


3. FAMILY INCOME CYCLE BY AGE OF FAMILY HEAD 


The previous sections have commented upon the importance to the family of 
_ additional income receipts by relatives other than the family head. The possible 
number of income recipients in a family is a function of family size, especially of 
| the number of adults present, and family size in turn, especially the adult-children 
combination in a family, is related to the age of the head of family; the older the 
_ head, the more probable it is in larger families that the other family members are 
_ adults rather than dependent children and hence potential labour force participants. 
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CUMULATIVE INCOME DISTRIBUTIONS OF HUSBAND-WIFE FAMILIES 
WITH WORKING WIVES, INCLUDING AND EXCLUDING WIVES EARNINGS, 
‘eee YEAR ENDED MAY 31, 1961 aaa 

|00-— 100 


INCLUDING WIVES EARNINGS 


1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 | 
DOLLARS 


Source: Table 6.6. 


Table 6.8 shows the family-income distribution by age of family head. Th, 
pattern in 1961 was one of rising incomes until the heads of families reache! 
middle age and then declining incomes into old age. Average family incomes fo 
families with heads over age 70 were similar to the average incomes of families wit 
very young heads, although median incomes were much lower. As the analysis i 
Chapter Three shows, average incomes of males rose until a peak was reache 
between the ages of 35 and 44, declined somewhat over the next ten years an’ 
subsequently declined more sharply. Since the head is the main contributor t 
family income, the family income profile, to a considerable extent, must be | 
reflection of the income profile of heads of families. However, the other importar 
element is family composition. 


As Chart 6.3 shows, there was less skewness evident in the family incom 
distributions by age of family head than in the male income distribution by ag 
discussed in Chapter Three. Although younger families, especially those with heac 
under age 25, had lower incomes than families with heads between ages 35 and 6¢ 
the disparity in family income was not as great as in individual incomes. Mo; 
family heads would probably be full-time members of the labour force and thy 
have higher incomes than the age group as a whole. However, the younger th 
family, the more equally distributed the income; the disparities between media 


i 


and average incomes increased as the ages of the family heads increased. Th 
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differences in average incomes by age group were substantially less than the 
differences in median incomes. 


TABLE 6.8 — Percentage Distribution of Incomes of Families by Size of Income 
and by Age of Head, Year Ended May 31, 1961 


Age of head 


Income group 


Under $1,000 .. 
$ 1,000 —$ 1,499. . 


15.8 
1500 — 1,999... 13.0 
2000 —  2.499' ) 8.8 
2:500-— ~~ 2,999.0 7.3 
3,000 — 3,499. 6.7 
3,500 — 3,999.. 5.7 
4,000— 4,499.. 5.1 
4,500— 4,999.. 4.6 
5,000-— 5,499.. 3.7 
5,500-— 5,999. . 3.3 
6,000— 6,999. . 4.9 
7,000 -— 7,999. . 3.6 
8,000 — 9,999. . 4.5 


10,000 — 14,999. 
15,000 and over... 


cee ee 


Average income. . , 
Median income. . 


SOURCE: DBS, 1961 Census of Canada, Economic Families (Cat. No. 98—524, Bull. 
SX-10), Table B 1. 
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The following analysis is restricted to examining the income cycle of families 
in which both a husband and wife are present because families headed by women 
have different income patterns. Table 6.9 is a digest of selected income 
characteristics of families by age of family head. The data confirmed, within the 
context of family income, the family income cycle that could be inferred from the 
discussion of the characteristics of individual income recipients in Chapter Three. In 
very young families, those with heads under age 25, wives tended to continue 
working immediately after marriage; somewhat over half of these families had two 
Or more persons in receipt of incomes. During those years when families had very 
young children, where heads of families were between ages 25 and 44, there was 
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some decline in the labour force participation of married women, especially when | 
there were children of pre-school age in the family. This is the period when families | 
most frequently have to depend entirely upon the income of the family head; in the | 
majority of families with heads in these age groups, the head was the only family — 
member in receipt of an income. The data also confirmed that the level of the | 
head’s income had an effect on the labour force participation of the wives. In the | 
age groups below 45 the wife was the main secondary contributor and for most | 
wives earned income was the significant source of income. In these younger age | 
groups, the incomes of heads of families where there were additional income | 
recipients were lower than the incomes of heads of families where the head was the 
sole family member with income. | 


CHART 6.3 


PERCENTAGE DISTRIBUTION OF INCOMES OF FAMILIES BY SIZE OF INCOME 
AND BY AGE OF HEAD, YEAR ENDED MAY 3], 1961 


PER CENT PER CENT 
25 29 
UNDER 25 


0 1,000 2,000 3,000 4,000 5,000 6,000 
DOLLARS 


Source: Table 6.8 


When the head reaches middle age, children become important as additional 
contributors to family income and their entry into the labour force may be less 
influenced by the head’s income than is the case with wives. In the stage of the 
family life cycle when children were in the labour force there appeared to be no 
relationship between the income of the family head and the employment of other 
family members. It should perhaps be pointed out that income recipients and 
income earners are not necessarily synonymous and that persons in receipt of 
incomes may receive them from sources other than employment. However, in 
families where the head was under age 65 and where wives and unmarried children 
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had incomes, the proportion of wives and children with incomes who were not 
receiving their incomes from working was probably not very significant. It might be 
reasonably safe to assume that in younger families the distribution of families by 
the number of income recipients might be very similar to the distribution of 
families by number of family members in the labour force. After the age of 65 
incomes received by family heads and their wives more usually were a reflection of 
unearned income receipts and only the incomes of unmarried children were the 
result of labour force participation. 


TABLE 6.9 — Number of Income Recipients in Families, Average Income of Head and 
Average Family Income, by Age of Head,4 Year Ended May 31, 1961 


Age of head 


bre 25-34 | 35-44 | 45-54 | 55-64 | 65-69 
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4 These data are for husband-wife families only; families with female heads or with wife 
absent are excluded. 


ba geregate income of family heads averaged over all family heads. 
SOURCE: Unpublished data from 1961 Census of Canada. 


Tables 6.10 and 6.11 provide some indication of the stages in the family life 
cycle when wives and children make contributions to the family income and of the 
extent of their respective contributions. For younger families, where heads were 
under 35 and where there were two incomes in the families, the wife was the 
contributor. Families were most dependent upon the income of the husband when 
heads were aged 35 to 44 when the income of family heads averaged 86 per cent of 
all family income. Beyond that age, the income of the head as a proportion of total 
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family income declined steadily until, for families with heads over age 70, only 60 
per cent of family ir.come was that of the head. In the initial period after marriage, 
the data suggest that wives may help substantially when the family is first getting 
started — approximately 19 per cent of family income was the income of the wife 
for families with heads below age 25.!° Children began to make some contribution 
when the head was in his early 40s and children with incomes were most frequently _ 
present in families with heads aged 45 to 54 when the proportion of such families 

was equal to the proportion of families in which wives had incomes. After heads _ 
were over age 55 the proportion of families with children receiving incomes 
declined although, surprisingly, nearly one fifth of families in the oldest age groups 
still had unmarried children contributing to family income. Table 6.10 reinforces | 
the conclusions reached earlier, that although unmarried children were less frequent | 
contributors to family income, their contributions, where they occurred, were | 
larger on average. In aggregate, when they started working in significant numbers | 
they brought in more income to the family than did their mothers. Their earning | 
ability might be greater and more of their employment might be full-time. The | 
incomes of wives in the oldest age groups consisted largely of pensions rather than — 
earnings and the size of such receipts was low relative to children’s earnings. | 


TABLE 6.10 — Percentage of Families with Wives and Unmarried Children in Receipt of 
Income, by Age of Head of Family, Year Ended May 31, 1961 


Unmarried 


Age of head hitter 
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SOURCE: Unpublished data from 1961 Census of Canada. 


The conclusion must be drawn that the number of family members with 
incomes is a very important explanation of family income differences by age of 
head. It may be useful, therefore, to standardize on the number of income | 


10 perhaps one qualification should be made to the statistics on wives’ incomes for the 
younger age groups. The census statistics do not reconstruct family income but consider | 
that total family income consists of the combined annual incomes of all family members 
who are in the family at the census date. This means that in the case of newlyweds the. 
income reported may be only partially the income received by the couple after their marriage; _ 
some of the income may have been earned when both were still single. This treatment of | 
income is also an explanation for some cases of no income among families. For example, if a 
woman is recently widowed and the husband died prior to census enumeration the family may » 
be shown as having no income if the woman had no income in her own right during the year; in 
fact, the family would have had the husband’s income during the period he was alive. 
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recipients per family at different stages of the family life cycle to see how much of 
the age-income differentials might be caused by variations in the number of income 
recipients. Table 6.12 shows what average family incomes would be by age of head 
if, within age groups, the proportion of families with one, two, three or more 
| income recipients were the same as for all families combined. 


TABLE 6.11 — Percentage of Family Income Received by Head, Wife and Unmarried 
Children, by Age of Head of Family, Year Ended May 31, 1961 


Unmarried 
A f head 
Be tisce children 


4 Do not add to 100 per cent; the difference represents income of other relatives in the 
family such as widowed parents, etc. 


SOURCE: Unpublished data from 1961 Census of Canada. 


TABLE 6.12 — Average Family Income by Age of Head, Unstandardized and Standardized 
for the Number of Income Recipients, Year Ended May 31, 1961 


Average family income 


Age of head 
Unstandardized Standardized 
$ 

Mets GLA as 4,755 
SSA et Onis ls eA TE ES ine 5,794 
Se Le coe mn eee 6,351 
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4,707 


3,492 


SOURCE: Calculated from Tables 6.1 and 6.9. 


Standardizing on the number of income recipients narrows the differences 
| between family incomes when heads are in the working-age groups. In fact, most of 
the differences in family incomes for families with heads aged 25 to 64 appeared to 
‘be caused by variations in the proportion of family members with income at 
different stages of the family life cycle; where standardized averages dropped 
‘telative to unstandardized averages, families had an above-average number of 
| income recipients and vice versa. For the youngest age group, lower incomes were 
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probably more attributable to the lower earning power of young family heads than 
to the higher proportion of one-income recipient families. At the other extreme, 
families with heads aged 70 and over, the statistics suggest that incomes of these / 
families relative to younger families would decline if the average number of income 
recipients per family were lower. 


4. FAMILY INCOME BY LABOUR FORCE CHARACTERISTICS 
OF FAMILY HEAD 


Although the data analyzed in the previous sections show the importance to _ 
family income of secondary contributors, they also demonstrate that the head of | 
the family was usually the most important contributor to family income; even in 
families with three or more income recipients the income of the head, on average, | 
accounted for over one half of family income. The earning ability of the head and | 
the income accruing to the head from other sources, such as investments or | 
pensions, were still the major determinants of the level of family income, especially 
for those families with only one or two income recipients. It would appear, then, | 
that variations in family income should be correlated with the characteristics of the ! 
family head as well as with the family life cycle. 


Ideally, family income data should be available in sufficient detail to allow a 
segregation of all the relevant influences; for example, the number of heads by age, 
occupation and schooling of head, their income, the number of other income 
recipients in these families and their income. This would permit a more adequate 
analysis of how much of family income differentials were attributable to the 
characteristics of the head and how much were attributable to other family | 
members. The incomes of heads of families were not cross-classified by the 
demographic and other characteristics of the head; only total family income was | 
available on this basis. Data were tabulated on the number of income recipients or 
earners only by the age and sex of the family head and by no other characteristics. 


TABLE 6.13 — Average Incomes of Males, by Age Group, Year Ended May 31, 1961 


Age group 


’ 
; 
i 


| 
ite powenes DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-501) 
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As Table 3.14 indicates, most males above the age of 25 were married; in the 
working years the proportion ranged from 82 per cent of those aged 25 to 34 to 91 
per cent of those aged 35 to 54. It can be assumed, therefore, that the income 
distribution of heads of families by various economic and demographic character- 
istics would be very similar to the income distribution of the total male population 
| with such characteristics. An examination of male incomes by marital status shows 
| that for each age group the income of married males was higher than the income of 
_ the single, widowed or divorced male population so that incomes of family heads 
would be somewhat higher than over-all male incomes. However, because the 
non-married male population was such a small proportion of the total male 
population in the younger age groups, statistics restricted to heads of families only 
would show much the same picture as statistics for the total population. Table 6.13 
| shows average income by age for the male population in total and for married 
males. This confirms that only in the very youngest age group were differences 
substantial between the incomes of the married population and of the whole 
population. 


OCCUPATIONS 

In the absence of detailed cross-classifications of the type suggested above, it 

is possible only to make some inferences about the relationship between family 
| income and the income of the head for families with different characteristics. It has 
| already been pointed out that a relationship existed between the labour force 
participation of the wife and the income of the husband and that the point at 
which participation rates declined was when the income of the husband rose above 
$7,000. Husbands in these income brackets were more likely to be working in 
managerial and professional occupations. Further, data on family size indicate that 
an inverse correlation existed between average family size and average male earnings 
_by broad occupation. The average size of family and average number of children at 
home were lower for families headed by persons in most occupations with higher 
earings than in occupations with relatively low earnings.'! Where children were 
present in more well-to-do families it was more likely, as well, that the children 
remained in school longer and hence were outside the labour force. Families with 
heads in occupations in the higher earnings brackets, therefore, might have a smaller 
| proportion of working wives, a smaller number of children who might be potential 
earners and, where children were present, these might remain in school for a longer 

period and be slower in entering the labour force. The head, then, might contribute 

relatively more to family income than in families where the head was in an 
occupational category with a low earnings potential. 

11 Average family size by occupation of family head was not tabulated on the family 
concept used in this monograph but was tabulated for census families. It is safe to assume that 
the census family statistics are highly indicative of the results that would be obtained on the 

_ alternative concept. These show a negative relationship between average income and average 
' family size by occupation of family head. With the exception of families headed by managers, 
’ the average number of children at home in the 15 to 18 and 19 to 24 age groups is lower for 


' families headed by professionals and persons in other higher paying occupations than for families 
| headed by persons in lower paying occupations. 
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Table 6.14 presents average family income cross-classified by occupation of 
family head, for families with male heads in the labour force and average earnings 
of the male labour force by broad occupation. The third column shows the ratio of | 
male earnings to family income. The ranking of family income by occupation of 
family head is closely correlated with the ranking of average earned income of the 
labour force by occupation although some shifting of positions occurs. For 
example, lowest average earnings of the labour force were reported by farm workers 
but average family income of families headed by farm workers was second lowest 
and was higher than the family income of fishermen’s families. For all occupational | 
categories, family income was substantially higher than the income of the male 
labour force but the fact that differences were greatest for the lower paying - 
occupations appeared to be partial confirmation of the probable patterns of family 
income suggested above. Differences between earned income of the labour force | 
and average family income were least for those occupational groups that 
constituted the two top deciles of the labour force when occupations were ranked 
by size of average earnings. 


TABLE 6.14 — Average Family Income and Average Employment Income, by Occupation 
of Family Head or of Worker, Year Ended May 31, 19612 


Average 
sverage employment 
Occupation of family head or of family mp 
‘ income of 
worker income 
(A) workers 
(B) 
Managerial’; i's. ge tae aesmoes ete cove leer 
Professional and technical.......... 
Glericall novi) /saeyiytawas dee ceed hohe be fouls 
SaleSi's..as ohciic cosbaasasatiee ecm wien: Goa ameae 


Service and recreation’... .. 5.5.56 
Transport and communication ....... 
Att WOLKELS 14 c0 rer is ae eaen een tener 
EOccers.Seb st . Pet leci nhs ten onomenctotene 
Fishermen, trappers and hunters ...... 
Miners, quannymenes- scc y iene tomeiincus 
Craftsmen, production process workers . . 
WADOULEIS ec. stsaaes cpm sic ere ots eee TES : 
} 

@Average income of families with heads in current labour force by occupation group °o 
head and average income from employment of total current non-farm labour force by occupatioi 
group. | 

SOURCE: Column 1 from DBS, 1961 Census of Canada, Economic Families (Cat. Ne 


eee Bull. SX-10), Table B 11; Column 2 from Incomes of Individuals (Cat. No. 98-502) 
able B 4. | 


Table 6.15 summarizes the family income distribution by occupation of 
family head for families with male heads in the current labour force. Althoughi| 
families with heads in low paying occupations were benefited substantially by A 
incomes of other family members, striking disparities still existed between the 
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incomes of families whose heads were, for example, farm workers and fishermen, 
and families whose heads were in managerial or professional occupations. In the 
latter occupational categories, only minor fractions of families reported very low 
incomes while somewhat over one quarter had incomes exceeding $10,000. At the 
other extreme, over one quarter of families of farm workers, loggers, fishermen, 
trappers and hunters had incomes below $2,000. It is probable that in families 
whose heads had limited earning capacities other family members might also have 
had low levels of education and skills. For example, the statistics indicated that 
wives with heads in lower earnings groups had themselves lower earnings than had 
wives whose husbands were in middle or higher income brackets. The subject of low 
family income is discussed further in Chapter Eight. 


As the analysis in Chapter Four indicates, earnings differed as between classes 
of workers with the self-employed in some occupational categories, such as the 
professional groups, earning more than employees while in other occupational 
groups, such as the managerial classes, the earnings advantages appeared to be with 
the employees. When family incomes were classified by occupation and class of 
worker of the family head the same differences were usually observable in family 
income. Table 6.16 shows average family income for selected occupations by 
employment status of the head. 


TABLE 6.16 — Average Family Income, by Selected Occupation Group and 
Employment Status of Family Head, Year Ended May 31, 1961 


Occupation Worked ict Self-employed 
others 
$ 
Manacerialra.< tre so omeme se cee eee rs eter eee 8,648 
Professional fst. eee eee renee) «re eens 14,864 
Saleste sit aha et. 5 cee oe eee eee eee 7,718 
Semviceranamecreationweperer sae in one ener ns 5,765 
Transport and communication ......... 5,888 
Fishermen, trappers and hunters ........ 3,226 
Craftsmen and production workers 5,344 
Potalse. cal... yess cite te he RR 7,843 


SOURCE: Same as Table 6.15. 


Thus, in addition to a correlation between family income and the occupation | 
of the family head, there is also a relationship between family income and the head’s 
occupation and class of worker or employment status. 


LABOUR FORCE PARTICIPATION 


As might be expected, family incomes are also affected by whether or not the 
head was in the labour force. Families with working heads in the current labour | 
force had the highest income levels, families whose heads had some working 
experience were next and families whose heads were completely outside the labour 
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force during the year had the lowest incomes of all. There were, of course, a 
number of other possible reasons for these differences apart from the lower income, 
typical for non-labour force participants. Male family heads in the non-labour force 
would usually be in the older age groups, would probably have wives who were also 
in older age groups and outside the labour force and their children would be grown 
up and no longer at home. The income distribution of families with male heads not 
in the current labour force showed the following patterns. 


TABLE 6.17 — Percentage Distribution of Family Income by Size for Families with Male 
Head Not in Current Labour Force, Year Ended May 31, 1961 


In non-current 
labour force 


Not in 


Income gro 
ep labour force 


BS al 


Under $1,000 P 
$1,000 — $ 1,999 BO 
2,000 — 173 
3,000 — 11.0 
4,000 — 7.6 
5,000 - 5.5 
6,000 — 3.9 
7,000 a. Del) 
8,000 — 3.4 
10,000 — 


Average income 
Median income 


SOURCE: Unpublished data from 1961 Census of Canada. 


Families whose heads were outside the labour force received very low 
incomes with the median income of $2,300, less than one half of the median 
income of families with working heads. The inability of the head to work is an 
important explanation of low family income. 


5 . INCOMES OF FAMILIES WITH FEMALE HEADS 


Not only were the incomes of women low, but low income was also 
characteristic of families headed by women. The average family income of $4,187 
was 71 per cent of the average family income of families with male heads, while the 
median was 68 per cent. Women heads of families themselves received incomes that 
averaged only 38 per cent of the incomes of male family heads. In these families, 
then, other family members made greater contributions to over-all family income 
than did the family head. Such families were more likely to be primarily dependent 
upon the incomes of children and other relatives of the head than upon the head. 


On almost every characteristic available for study such families had patterns 
opposite from families with male heads. Almost 90 per cent of male family heads 
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s labour force while less than 40 per cent of female 


family heads worked. As might be expected from this, families with women heads 


> 


were in the current or year 


depended less on earned incomes than on other sources. Nearly 90 per cent of 
families headed by men reported earned income as the major source of family 
income while only 36 per cent of families with female heads had earned income as 
the largest source and 41 per cent depended primarily on various types of 


government transfer payments, thereby suggesting that families headed by women 


were heavily dependent upon welfare payments. 


Approximately one half of families headed by women consisted of two 


person families; only 


45 per cent of families headed by men were this small. On a per-person basis, the 


disparities between family incomes 


persons only while three quarters of them were two- or three 


was not as great as the over-all income 


then, 


> 


averages implied. Women heads were much older than male family heads with 


somewhat over one fifth 70 years of age and older while over one half were over age 


55. Only one quarter of male family heads were in the older age brackets. The high 
incidence of older women among family heads affords a partial explanation of 


lower labour force participation rates and high dependence upon government 


transfer payments. Although 


, for the adult population as a whole, women had 


higher levels of schooling, women heads had lower levels of schooling than had male 
heads. Again, age might be a partial explanation because, for both sexes, the older 


age groups were less well educated than were younger generations. 


CHART 6.4 
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These characteristics suggest that where women have to undertake the 
responsibility for keeping a family together serious income problems may exist and 
that the low-income status may be chronic rather than temporary. The character- 
| istics of these families are discussed further in Chapter Eight. 


6. COMPOSITION OF FAMILY INCOME 


Table 6.18 classifies families by major sources of family income and presents 
a breakdown of the composition of family income by income level. The majority of 
families with incomes below $2,000 were primarily families dependent upon 
government social security and welfare payments such as old age pensions, 
unemployment insurance and relief. The elderly were a significant proportion of 
this low-income tail. Approximately one half of the income of the lower income 
_ groups came from various types of government payments. Above $3,000, over 90 
per cent of families received most of their income from employment income 
derived from wages and salaries or from a business or professional practice; 
employment income accounted for at least 90 per cent of total income for families 
whose income was between $4,000 and $15,000. In summary, low-income families 
were heavily dependent upon government transfer payments although private 
means were of some significance. Families in the middle income brackets received 
most of their income from employment and families in the highest income brackets 
also were dependent mainly upon earned income although investment income was 
of some importance. Because certain types of transfer payments, such as family 
allowances and pension payments, to the population aged 70 and over were 
statutory payments, transfer payments were reported by all income groups 
although, as might be expected, such payments declined in relative importance with 
rising family incomes. Investment income was relatively more important among low 
and high income families than among families in middle income brackets. The lower 
income groups would include many families in the older age groups who would be 
partially or wholly dependent upon investment income, and the upper income 
families would have family members whose asset holdings might yield substantial 
returns. 


7. INCOME OF PERSONS NOT IN FAMILIES 


Nearly 1,000,000 persons resident in private non-farm households were not 
members of a family group. Some of these persons maintained their own 
households and others resided as roomers and boarders in the households of persons 
to whom they were not related. More women than men were in the category of 
unattached individuals — approximately 500,000 women and 450,000 men, most 
of the men were roomers or lodgers and most of the women maintained their own 
- house or apartment. For both sexes the incomes of this segment of the population 
were low although, again, males had higher incomes. The income distribution for 
both sexes is shown in Table 6.19. 
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TABLE 6.19 — Percentage Distribution of Incomes of Unattached Individuals by 
Size of Income and Sex, Year Ended May 31, 1961 


Income group 


INGHIN COMO Siewassikauey se he kekclee's tepteien seek 3 
Wrnder sd OOO i imaindnhs we kie eee 's 25.9 
Sa OOO OL 49 OT yee ce iccets scree 6 155 
L500 =m 999 Peg ieee, Ate ste 8.6 
PEOOO =F P2499 F ARG il. Bae del ccs. los 8.8 
2S OO ate 999 te, WAR eo Bic) roiilos i's 7.6 
O00 eS FSG arent. cule vonceuicdon.s 9.7 
DOO oS 99 0 csyetelisi es ees esis 6.0 
ASOOO 9 F490 ON ite ices ets irene eee s 7.4 
SOOO S199 9M lay iy Wale hells lapis Sef 
CAO POM RU Merci A nier cae 
NOLOOO andl Over alah teubtcies onc, sweulen cnc 
ROCAIS Eee ee ese siciceiclies te, 
Pevetages INCOME sii clicks, ois ieee ss» $ PAS 1,946 25339 
MedianininC Ome weualeli<Wck asks i ouck dace. $ 2,464 1,453 1,878 
POTSON SMEs ulew cick hishicw sik ose) sikey. 0 hei ke, gs No. 451,470 503,572 955,042 


SOURCE: DBS, 1961 Census of Canada, Economic Families (Cat. No. 98-524, Bull. 
SX-10), Table B2. 


Low income levels among this segment of the population were partially a 
reflection of the fact that the young and the old formed a large part of the 
non-family population, especially among women. The young were usually persons 
who had moved away from their families, were still single and were at the beginning 
of their working careers. The old were more likely to be the widowed population 
left alone after the death of their spouses and whose children were grown up. The 
distribution of the non-family population by age group and the average income of 
each age group is shown in Table 6.20. 


TABLE 6.20 — Percentage Distribution of Unattached Individuals and Average Income, 
by Age Group, Year Ended May 31, 1961 


Males Females 


Age BrOup Avera Ave 
ae aera ge Set tet rage 
Distribution sabOme Distribution ineores 


SOURCE: Same as Table 6.19. 
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Somewhat over one half of the males and two thirds of the women were 
under age 25 or over age 55. For both sexes incomes of persons in the prime 
working ages were well above average and most of those under age 25 probably had 
expectations of higher incomes as they gained experience. The aged were the 
segment whose incomes were the lowest and who were the permanently low-income 
population among non-family members. Further, incomes of the aged were less 
equally distributed than were those of the younger age groups where less disparity 
existed between median and average incomes. For women aged 70 and over the 
median income was only $871 and that of men was little better at $971. Much of 
the older population living alone would be dependent largely upon government 
pension payments. Incomes of the older population are discussed in greater detail in 
Chapter Nine. 


As might be expected from the age distribution, a substantial proportion of 
these individuals were completely outside the labour force during the year — 
approximately one quarter of the men and 40 per cent of the women reported no 
earned income and individuals with no labour force participation had incomes 
substantially lower than those of labour force participants. The average and median 
incomes of males in the current labour force were $3,360 and $3,145, respectively, 
and averages for those reporting no labour force participation were $1,217 and 
$703, respectively. For women, the average income of the labour force was 
approximately $2,500 and the non-labour force $1,200. Unattached individuals 
were a heterogeneous group. Many in the younger age group would probably marry 
and become part of a family unit and incomes might be only temporarily low. The 
widowed population would be an important segment of the older age groups and 
much of this population would be no longer in the labour force. Unattached 
individuals were not, therefore, a representative cross-section of the adult 
income-receiving population discussed in the previous chapters. 
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REGIONAL DISTRIBUTION 
OF INCOMES 


The discussion in the previous chapters has been restricted to examining 
aspects of the national income distribution. A characteristic of the Canadian 
economy is the existence of substantial regional disparities in factors such as levels 
of income, extent of unemployment and educational levels of the population. 
Economic development is well above average in such provinces as Ontario and 
British Columbia but other provinces, primarily the group comprising the Atlantic 
Provinces, lag relative to the remainder of the country. Although real incomes have 
risen substantially in recent decades, as is evident from Table 7.1, statistics on the 
distribution of per capita personal income show that inter-regional disparities in 
income have not narrowed significantly since the 1920s.! These regional variations 
in income are one of the most important problems in the Canadian economy. The 
factors creating them are complex and varied — the productivity, skills and 
education of the labour force, the industrial structure, the availability of natural 
resources, the extent of urbanization, the age structure of the population, and 
many more. Analysis of some of these factors is outside the scope of the present 
study. This chapter is restricted to an examination of some of the demographic and 
economic characteristics of the population that may have an effect on the over-all 
level of income and the income distribution. 


1. POPULATION CHARACTERISTICS 


An examination of population characteristics shows substantial differences 
among provinces in the extent of urbanization within the province, the age 
distribution of the population and the educational and occupational characteristics 
of the labour force. A general summary of differences in regional characteristics 
shows that the provinces with the lowest incomes have: an above-average 
proportion of population resident in rural areas or in small urban areas; are likely to 
have above-average proportions of the population of non-working age, that is, under 
15 or 65 and over;a higher concentration of the labour force in primary occupations 
such as agriculture and fishing or in unskilled occupations; and a labour force with 
below-average educational attainment. 


1 For example, see Chapter 5, Towards Sustained and Balanced Economic Growth, 
Economic Council of Canada, Second Annual Review, Queen’s Printer, Ottawa, December 1965. 
Long-run trends are discussed by S. E. Chernick, in Interregional Disparities in Income, 
Economic Council of Canada, Staff Study No. 14, Ottawa, August 1966. 
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TABLE 7.1 — Personal Income Per Person, by Province, 
1926, 1951 and 1961 


Percentage of Canada 


i average | 
Province 8 | 


1961 | 1926 
$ 
Newfoundland”. 212 ~ « e016 «+ 


Average 


Prince Edward Island....... 56.7 


e ce © fen ells © © © 


@. Bie }.e) ore, © oberon ¢; ene 


SOURCE: National Accounts, 


AGE STRUCTURE AND RURAL-URBAN RESIDENCE 


The distribution of population by age and rural-urban place of residence is 
shown in Table 7.2. All population resident in cities, towns or villages with 1,000 or 
more residents and that resident in the urbanized fringes of such cities is considered 
to be urban population. All remaining population in a province is classed as rural — 
population. Rural population as a proportion of total population ranged from 23 | 
per cent in Ontario to 68 per cent in Prince Edward Island. Rural population 
constituted over one half of the total in New Brunswick and Saskatchewan and the | 
ratio in Newfoundland was just under one half. The provinces with higher — 
proportions of their population resident in rural areas also contained populations | 
with higher proportions of population in dependent age groups — under 15 or 65 | 
and over. That is, what has been termed the “employment base” was relatively — 
smaller in these provinces.2 The population under 15 would not be in receipt of | 
incomes while the population aged 65 and over would have incomes primarily from | 
transfer payments, pensions and so forth. Newfoundland and Prince Edward Island | 
had the lowest percentages of population between the ages of 15 and 64 and | 
Ontario had the highest. Prince Edward Island and Saskatchewan had the lowest | 
proportions of population aged 15 to 64 resident in urban areas (18.3 and 25.0 per 
cent, respectively) and Ontario had the highest (47.0 per cent). 


2 For a more detailed analysis, see analysis by Frank T. Denton, Interregional Differences 
in Manpower Utilization and Earnings, Economic Council of Canada, Staff Study No. 15, April | 
1966. Denton estimates, for example, that roughly half the difference in earned income per | 
person between the Atlantic region and Canada as a whole can be accounted for by the smaller 
proportion of population employed. 
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LABOUR FORCE CHARACTERISTICS 


The rural-urban distribution as well as the age structure of the population is 
undoubtedly another factor influencing labour force participation rates. In 1961, 
the proportion of the population aged 15 and over in the labour force in rural 
non-farm areas was invariably lower than in urban areas but was lowest in the rural 
areas of the eastern provinces, as is evident in Table 7.3. Other factors that might 
affect participation rates in rural areas were lack of employment opportunities and 
lower skill levels. As has been pointed out, participation rates were higher for the 
more highly educated groups, and the higher the level of education the later the 
retirement from the labour force. 


TABLE 7.3 — Participation Rates of Males Aged 15 and Over, 
by Province, as at June 1, 1961 


Newfoundland hs & aie erence 
Prince Eaward Island® } 4-2 oho eee 
INOVar SCOtIa) hemes eas ctdesin akace en es 


Ontaniotes < ee ee ee 


Alberta’ 4) 315 4.5 sc. at eae Cee 


4 Includes rural farm population 


SOURCE: Calculated from DBS, 1961 Census of Canada, Marital Status by Age Groups 
(Cat. No. 92—552), Table 78, and Occupational Divisions by Sex (Cat. No. 94—508), Table 15. 


The provinces with very low participation rates for males also had smaller 
proportions of the female adult population in the labour force; only 19 per cent of 
women aged 15 and over were employed in Newfoundland in contrast to 33 per 
cent in Ontario. The labour force was only 43 per cent of the adult population 
(aged 15 and over) in Newfoundland as compared with 57 per cent in Ontario and 
Alberta. As the income earned from employment is the main determinant of 
income levels, provinces in which relatively more of the population was a 
dependent population were almost automatically likely to have lower per capita 
incomes. 


LEVEL OF EDUCATION AND OCCUPATIONS 


The labour force in the less developed regions was also characterized by lower 
levels of education. Table 7.4 shows the distribution of the current male labour 
force by level of schooling within provinces. In four provinces — Newfoundland, 
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Prince Edward Island, New Brunswick and Quebec — the majority of the male 
labour force had eight years or less of elementary schooling. The province whose 
male labour force had the highest levels of education was British Columbia where 
only 31 per cent had eight years of elementary schooling or less but 34 per cent had 
four years of high school or more; thus, the proportion in that province with higher 
levels of education was almost three times that of Newfoundland where only 12 per 
cent had four years or more of secondary schooling or university. 


Table 7.5 summarizes the occupational characteristics of the non-farm labour 
force by province and, within provinces, the composition of the rural non-farm and 
urban labour forces. As might be expected, the more urbanized provinces which 
have a more varied industrial structure had relatively more workers in the more 
highly skilled occupational categories such as managerial, professional and technical 
occupations. In Ontario and British Columbia slightly over one fifth of the male 
labour force was employed in these occupations in contrast to 12 per cent of the 
Newfoundland labour force. Between one fifth and one quarter of male workers in 
Newfoundland, Prince Edward Island and New Brunswick were loggers, fishermen, 
trappers, hunters or labourers — occupations with the lowest level of earnings. Such 
occupations accounted for only nine per cent of employment in Ontario. In all 
provinces, farm workers, loggers, fishermen and labourers were a substantial 
proportion of the rural non-farm labour force but these occupations accounted for 
much more of rural employment in the Atlantic Provinces and Saskatchewan than 
in Ontario, Quebec and the other western provinces, and in all provinces except 
British Columbia such workers reported the lowest earnings of all occupational 
categories.? In British Columbia earnings in service occupations were lower than in 
logging and related occupations. 


2. INCOME DIFFERENTIALS BY PROVINCE 


RURAL-URBAN INCOME COMPARISON 


Substantial disparities exist between average incomes of the rural and urban 
income recipients in each province but the greatest disparities exist in those 
provinces with the lowest over-all income levels. This means that incomes are less 
equally distributed within poorer regions than within the wealthier provinces such 
as British Columbia and Ontario. 


In the Atlantic Provinces, rural male incomes averaged approximately two 
thirds of incomes in urban areas, with the exception of Newfoundland where the 
level was only 55 per cent. In contrast, in Ontario and Alberta rural incomes 
averaged approximately three quarters of the urban average and in British Columbia 


; 3 It is possible that in Ontario and perhaps several other provinces the labour force resident 
in rural areas may, in fact, work in urban population complexes. Automobile ownership and 
improved highway facilities have made commuting possible over substantial distances. No data 
are available from the 1961 Census on the relationship between place of residence and place of 
employment. 
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the ratio was 84 per cent. As the previous sections pointed out, rural population 
also constituted a large proportion of total population in the poorer provinces. Less 
_ dispersion existed among provinces in the urban incomes reported by males than in 
__ the rural incomes, which ranged from a low of $1,877 in Newfoundland to $3,631 
in British Columbia. The absolute differences in urban incomes between the lowest 
and highest provinces was somewhat over $1,000. 


TABLE 7.6 — Average Incomes of Rural and Urban and Total Males and Females, 
by Province, Year Ended May 31, 1961 


Females 


Province 


Saskatchewan 
Alberta. . 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-501), Table 
A2. 


Women showed less variation regionally in incomes than did males and when 
female incomes were examined separately for rural and urban residence even less 
variation existed than for the province in total. Among female incomes the major 
differences were between the Atlantic Provinces and the remainder of Canada. 
Incomes within the Atlantic Provinces showed considerable similarity and this was 
also characteristic of incomes in the other provinces. In the Atlantic Provinces rural 
incomes ranged from $779 to $966 and average urban incomes were between 
$1,261 and $1,434. In the remainder of Canada the rural range was $1,071 to 
$1,295 and a quite narrow dispersion of $1,585 to $1,810 existed in the urban 
range. 

Interprovincial differences in rural, urban and total incomes of males by 
province are summarized in Table 7.7 giving average male incomes for each 
province as a ratio of Ontario incomes which were the highest provincial incomes in 
1961. These comparisons show that Newfoundland averaged only 62 per cent of 
the Ontario figure and that Prince Edward Island was little better at 66 per cent. 
Rural income levels in the Atlantic Provinces especially were a major factor in these 
income differences. 
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CHART 7.1 


RATIO OF AVERAGE INCOME OF MALES CANADA AND PROVINCES 
TO ONTARIO AVERAGE, YEAR ENDED MAY 31, I961 


PER CENT 
100 ;— 


PRINCE NE 
EDWARD ISLAND 


Source: Table 7.7 


PER CENT 
= Too 


MANITOBA! 
SASKATCHE WA 


A} QUEBEC | 
BRUNSWICK ONTARIO BRITISH 


COLUMBIA 


TABLE 7.7 — Ratio of Average Rural and Urban and Total Incomes of Males in each Province 
to Ontario Average, Year Ended May 31, 1961 


Province 


SOURCE: Calculated from Table 7.6. 


Much less regional variation existed in urban incomes than in rural incomes; | 
the main contrast was between the Atlantic region and the remaining provinces. | 
Within the Atlantic Provinces urban incomes averaged 76 to 83 per cent of the 
Ontario average and in other provinces the average was 90 to 97 per cent of the 
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Ontario level. In contrast, with the exceptions of Alberta and British Columbia, 
rural incomes in other provinces ranged from 55 to 80 per cent of the Ontario 
average. British Columbia and Alberta were the two provinces whose over-all 
average incomes were almost as high as the Ontario level. This suggests that in the 
wealthier provinces economic growth has been more balanced and that such 
provinces have been more successful in narrowing income differentials internally. 


AGE, LEVEL OF EDUCATION AND RURAL-URBAN DISTRIBUTIONS 


One method of examining the effect of a different economic or demographic 
population structure is to standardize incomes by different characteristics. This 
involves applying weights to average incomes to estimate what incomes within each 


TABLE 7.8 — Average Incomes of Males Standardized for Rural and Urban Distribution, 
by Province, for Year Ended May 31, 1964 


Standardized according 
to distribution in 


Average income in — 


(CETTE E is lan SAL PR OS re as 3,999 
INewiloundlanG@pw orc 6 a) tisos ob coke 2,665 


Canada and province Unstandardized 


Prince Edward Island 2,867 
INOVatSCOLMAn eter cane te ie as cw 3,188 
ING WABEUINS WiICKssun ee ciisae usta) ole, 3,070 
Wirehecme eee ke ce ee hs Geass. 3,870 
On taoy ere Pee ee ee oo es sre 4,335 
INFANT O Damme eA reice ater os) Gist io! a) conto 3,884 
Saskatche wane ommratas Rive aire G. Gurls 3,608 
PAIDETL AM eee A aes oe SS Skee 4,160 
British Golumbiaw. sankes 2 wae es 4,177 
p.c. 
Ratio to Ontario average — 
GanaGamcr ae hee ee oN ae) 5 92.3 
NewLoundlan Gum memen cu) ic e-uee: 61.5 
Prince Edward Island 66.2 
INovaiScotiay meearman, Ok cPhr. Beoc cis YES 
ING WaBEUNSWICKEMREIIEE Gulaiee sbekok 70.8 
ORGS) CN aes OP Leen ee 2 89.3 
Oninnte 6:7 4s ere ae ee 100.0 
AIT OUAT RT er ees Re 8: has ces 89.6 
Saskatchewarlumie aetna) «Weil 83.2 


Aiberta eer =i rim Ace) be. ventions tink 


Dike dine ie) is) ie, 6) Ne ee le 0) ce 


SOURCE: Calculated from data in DBS, 1961 Census of Canada, Incomes of Individuals 
(Cat. No. 98-501), Table A2. 
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province would be if each province had the same population characteristics. This 
removes differerices that result because individual provinces have different 
characteristics. Calculations were carried out to produce standardized average 
incomes using the Canadian distribution as a whole for weights and, in turn, 
weighting on the characteristics of each province. The following characteristics were 
used as weights for the total average income of male income recipients: (1) males 
by rural and urban distribution, (2) males by age and by rural and urban 
distribution, (3) males by level of schooling, and (4) males by age, by level of 
schooling and by rural and urban distribution. Tables 7.8, 7.9, 7.10 and 7.11 show 
the standardized results when the Ontario and Canada distribution are used as 
weights. 


TABLE 7.9 — Average Incomes of Males, Standardized for Age, 
Rural and Urban Distribution, by Province, Year Ended May 31, 1961 


Standardized according 
to distribution in 


Canada and province Unstandardized 


Average income in — 


Canada. cPok: jo eum as) shone 3,999 
Newfoundland 2,665 
Prince Edward Island .......... 2,867 
INovaiScotia® ©. o tasaogea stacks. <n 3,188 
New. Brunswick oo 08e ol eens 3,070 
QWebeGeas ic Jeb ete ye sae ies ous 3,870 
Ontario. <2 4 woeeteek, 68d SS ee 4,335 
Manttobaiwis. ccs swe 3,884 
Saskatchewan: “see he «es 3,608 
Alberta. ius 5, s0 amomepes 6) as ces eae 4,160 
Bittish Columbia segeewoe. nek ae 4,177 

p.c. 

Ratio to Ontario average — 

Canada’ We eee Us ae ae 92.2 
ING wlOlundland tie: susan. onc ustle ences 61.5 
Prince Edward Island 66.1 
INOVANSCOLIAN 3-6. cai seus korea ete fess 
INCWLBIUNSWICK.. «usu coe mee ee 70.8 
QUECHEE a eS ect Ok See 89.3 
OOTATIONS Sos) Sa eee ne 100.0 


Manitobaee-o asad. See ee 


@ sy @hieare « &: © ss ¢ uslucne 


© 08/0: )@) efeme) 6) -¢: \e é.'e) wep nesualne 


@) Oase) 0) 16) te 6 c@ 16) “o) fe te die 


SOURCE: Calculated from data in DBS, 1961 Census of Canada, Incomes of Individuals 
(Cat. No. 98-501), Table A5. | 
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TABLE 7.10 — Average Incomes of Males Standardized by Level of Schooling, by Province, 
Year Ended May 31, 1961 


Standardized according 


Canada and province to distribution in Wactandardized 
$ $ $ 
Average income in — 
Canada ee ees Te Cue hee any bits 4,073 3,999 
Newroundianad (Monti . 2s. +. v6 aie 3,202 2,665 
PrncevEdward Islandet «a '. 6. eee s 3,099 2,867 
INOVaySCOtia Ee iateteieytt Alors os oleic 3,408 3,188 
INC WABTUNSWICK TARGA tiene .c Sule. Sel a ad 3,395 3,070 
OUCDEC . omsteahartomete ie vali Gouahvay cree tote 4,030 3,870 
OMATIO’N eo cah ba te PUES cal ovis versa aleve Sie 4,335 4,335 
Manitoba reccuciei oe mene so antes weal "oh 6 3,916 3,884 
Saskatchewan we erevie es se ce es 6 es 3,738 3,608 
JN EEA Ie OS IE dS 4,101 4,160 
BritisiGolumbiges wae ets .fel.oee he 4,111 4,177 
p.c Dice 
Ratio to Ontario average — 
Ganadasncho te hoeeet es cc ads iho Set as 94.0 92.2 
ING WHOUNGIAN Cis ween ck.” ck. ox culetlete: 73.9 61.5 
Prince: Edward Island ei-)s ole. sere. « als) 66.1 
INOV2 COMA ET .c.cctee ces. cl cn sce ee 78.6 T3305 
INE WADTUDS WICK raters met lets ake tee "et s/s as 78.3 70.8 
MuUebec Ph Mee att ereet nes) hnete lees one 93.0 89.3 
Ontarioy Ankpasires ccc obvi se ook 100.0 100.0 
IManitOba coke tan em tice ois: Koka) sue eS rus 90.3 89.6 
SASKaAlLChe Walle, Gi seine) wuss ots ascue'er ehis 86.2 83.2 
IDCELA Gi acede sie Mer oicie is etele o Brene.s 94.6 96.0 
British Columbia semweee sew se 6 oe os 94.8 96.3 


SOURCE: Calculated from DBS, 1961 Census of Canada, Incomes of Individuals (Cat. 
No. 98-501), Table A9. 


An examination of the estimates in these tables suggests that some of the 
characteristics examined were important factors in partially explaining inter- 
regional income differentials but that some variables were more important in some 
regions than in others. When all of the characteristics are studied jointly on a 
standardized basis, income tends to cluster in this manner: Ontario, British 
Columbia and Alberta had almost the same levels of non-farm income; Quebec, 
Manitoba and Saskatchewan were lower but again with similar levels; Newfound- 
land, Nova Scotia and New Brunswick formed a third level, and Prince Edward 
Island had the lowest income level. 
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TABLE 7.11 — Average Incomes of Males Standardized by Age, Level of Schooling and Rural 
and Urban Distribution, by Province, Year Ended May 31, 1961 


Standardized according 
to distribution in 


Canada and province Unstandardized 


Average income in — 


Gatiadareen .rela otec nth sc ste co suetteule 3,999 
Newfoundland’ .2cna% s. «+ elmer 2,665 
Prince Edward Island. ........... 2,867 
INOValSCOtia mec cmeteuteie: +s cs. sucebeeute 3,188 
News Brunswicks., weic ies) ss) «) cueememente 3,070 
QUEbEC., 5.6 se shee isons, « fe cus, ceeds 3,870 
Ontario «...5 6. Sekew o.0 he + « Cote 4,335 
Manitobass 5) 3.0 cess 6 ose ats ened 3,884 
Saskatchewatimu-geeitnieust ewes «of oe bee 3,608 
INIDETta aves 25,4 cathode one @ foe 0 eee 4,160 
British: Columbiavaeneie cc. eke 4,177 
p.c. 
Ratio to Ontario average — 
@anada® 3 Bac Ses ee ews. Se 92.2 
Newfoundland” spe. «cus feo) crane 61.5 
Prince Edward Island’... - s1i-n. ened 66.1 
NovarScotia ts -s95 aie tees ta s/o enone TRESS 
INCWABTUNSWICK#. fn wen cateneutent nema 70.8 
QUEBEC ies 5./ oe en dies fo tote ote Fes 89.3 


Ontario” oA 5, «Sapa et. Re 


Cr ee 


©. © ©. 0 ‘@ ‘eels .o © 6. 6: Tee © ‘et siie! ¢, 


©) Ge 6 6: e-6 te 6 © a) ey 0! 6, 


SOURCE: Calculated from unpublished data. 


Standardized provincial incomes in these tables are expressed as a ratio of the 
Ontario average. The conclusions that emerge from the statistics regarding the 
importance of these variables may be summarized as follows. (1) The rural-urban 
population distribution is important in explaining lower incomes in the Atlantic 
Provinces and Saskatchewan as compared with Ontario, and some of the 
differentials between Alberta, British Columbia and Ontario. Standardized on these 
characteristics, Alberta, British Columbia and Ontario levels of income differed very 
little. Standardizing on these factors resulted in very little change in the — 
Quebec-Ontario income relationships. Since Quebec is almost as highly urbanized as | 
Ontario, these results were perhaps not unexpected. (2) With age added as a variable , 
to the rural-urban characteristics, the differences between the other provinces and — 
Ontario narrowed further except for Quebec. However, with the exception of — 
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Saskatchewan, the differentials narrowed by only one to two per cent. (3) 
Standardizing on levels of education also narrowed the income gaps between the 
Atlantic Provinces and Ontario and appears to account for approximately one third 
jof the Quebec-Ontario income differential. Levels of schooling do not appear to be 
of any significance in explaining income differentials between the western provinces 
and Ontario. In fact, incomes standardized by levels of education for some of the 
western provinces were lower than unstandardized incomes which suggests that, in 
fact, the levels of schooling of the western population might, on average, be higher 
than in Ontario. As Table 7.4 shows, British Columbia had a more highly educated 
population than Ontario. Levels of schooling are somewhat less important than 
tural-urban distribution in explaining income differentials between the Atlantic 
Provinces and Ontario. (4) When incomes are standardized on age, level of schooling 
and rural-urban distribution, just over 60 per cent of the Newfoundland-Ontario 
differentials, approximately 50 per cent of the New Brunswick-Ontario differentials 
and somewhat over 40 per cent of differentials between Prince Edward Island, Nova 
Scotia and Ontario are accounted for. On a standardized basis, with the exception 
of Prince Edward Island, incomes were approximately 85 per cent of the Ontario 
average in contrast with a range of 62 to 71 per cent unstandardized. For Prince 
Edward Island, standardized income was 80 per cent of the Ontario-average. 


The persistence of substantial gaps between the Atlantic Provinces average 
incomes and those of the remainder of Canada suggest that there were other factors 
causing income differentials. The productivity of the labour force might have been 
lower which might have been reflected in lower wage rates for occupations or 
industries equivalent to those in other regions. Unemployment has persistently been 
more severe in the Atlantic Provinces so that indirectly the income differentials 
might reflect differences in duration of employment. Better data on the quality, 
characteristics and behaviour of the labour force probably could explain some of 
the residual differences that still existed after some of the more obvious 
characteristics were examined. The next sections consider differentials in income 
from employment by selected labour force characteristics. 


EARNINGS BY OCCUPATION, EDUCATION 
AND RURAL-URBAN DISTRIBUTION 


The unstandardized earnings and income differentials between provinces for 
the current non-farm labour force were less than the income differentials for the 
total male non-farm income-receiving population; unstandardized earnings in the 
Atlantic region ranged between 66 and 75 per cent of the Ontario average. Since 
these regions had a higher proportion of population in the older age groups who 
nad low labour force participation rates as well as lower participation rates among 
the working age groups, greater differentials for all income recipients than for the 
labour force were to be expected. As earlier analysis shows, the levels of income 
were very much affected by labour force participation. 


| 
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TABLE 7.12 — Average Earnings of Male Non-farm Labour Force, Standardized by 
Occupation and Rural and Urban Distribution, Year Ended May 31, 1961 


Standardized according 


to distribution in 


Unstandard- 
ized? 


Canada and province 


Average income in — 


INewioundland ea. .:.) +) s+ reenter eein 
Prince Edward Island .......... 


Ratio to Ontario average — 
Canaday pexrcvstevig. 5. 2 cis. sLeceLeLemene 


Newfoundland: © .°5 sps.c.s.2 ce saerrens 
Prince Edward Island ......... 
INOVarScotian wt sso ete ahs ee) ates 


Quebecieh. akwerse) eo Wale 
Ontario ary toys casey ay ego ak sdepeenons 
Manito baiavu. a fkcucusl cust ce ole sions 
Saskatchewan) acc se wise scaetenes 
Albertar es osc tens es aes aoe anes te 


oee ee ee ee © © @ 


@These averages include the earnings of a small number of farm operators resident off-farm_ 
the averages in Table 7.13 exclude the earnings of this group of workers., 


SOURCE: Calculated from unpublished data from the 1961 Census of Canada. 


Data are not available for standardizing the earnings and income of the 
current labour force on as many factors simultaneously as was possible for the total 
male income-receiving population. In Tables 7.12 and 7.13 the average earnings of 
males in the current non-farm labour force are standardized by occupation and the 
rural-urban distribution, and average income from employment is standardized by 
occupation, age and schooling. It was not possible to standardize by occupation, 
age, schooling and the rural-urban distribution. | 

Another factor affecting average earnings is the amount of emiployinaa 


during the year; no data are available on weeks worked for the total labour force 
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The only census data available regarding duration of employment are statistics on 
_the number of weeks worked by wage-earners for wages and salaries. These statistics 
show that the rural labour force was much less likely to be employed the year 
‘round and to work full time, that is, 35 hours a week or more. For all of Canada, 83 
per cent of urban male wage-earners reporting weeks of employment worked in 40 
to 52 weeks during the preceding year, but only 64 per cent of rural non-farm male 
wage-eamers were employed in 40 to 52 weeks. Thus. little over one sixth of 
‘urban workers worked less than 40 weeks while the ratio for rural workers was 
over one third or twice as much. However, these statistics must be qualified by 
noting that more rural than urban wage-earners might have been self-employed 
during part of the year. 
TABLE 7.13 — Average Income from Employment of Male 


Non-farm Labour Force Standardized by Occupation, Age and Schooling, 
by Province, Year Ended May 31, 1961 


Standardized according 


Canada and province to distribution in Unstandard- 
ized? 
$ $ 
‘Average income in — 
Wanada. .. sv. « AAS Sales eee 4,182 4,182 
Newroundland sie ciaauick sae < oc 3,561 2,961 
Prince edwardilslands ob .usleds sles 3,067 2,945 
INOVAISCOLMAW gu ctoe tes Gucwheo re cae. ose 3,473 3,362 
DRE ESSE WICK gs hy a Bic) «ose wna 0 3,529 3,212 
SORE DCOW Ea Pals a fee) busi iiha is is « Wisiie 4,103 3,983 
COLES Felipe pape Regie amas “age ae a 4,386 4,471 
BET OOR Tt ees) hat, es eens Gs 4,071 4,128 
Becma ew anls'... Giitsts «rete 2 6s 3,954 4,015 
TSE ES A A 4,216 4,389 
British Columbia Rene, t., ac 8. | 4,350 4,489 
p:c: Dice 
Ratio to Ontario average — 
OTE set Remap Zine IAI trae A a ae 95.3 9355 
NewLOUnd and aEmewnsme ins «tecisucis, > 81.2 66.2 
erince Edward Isiand’ “.'7')".-.... se 69.9 65.9 
OV ARCOUA te she lits. ctaticleie.s e's 79.2 1D) 
BeMeRTUNSWICKS iyi. Societe cia a ds 80.4 71.8 
G0 TEP be a ae 93.5 89.1 
RATE NE eek eS et 100.0 100.0 
BRMEELORY A OTS ot ee ae eo sod ce ice, 6 92.8 O75 
Pema CUCWAN Ge "ts ee tse ee ate 90.1 89.8 
mupertant (07's. y4'4 Pe MR we aos 96.1 98.2 
Berrich Columbia 0 peciees ousiies! si2's 0's 99.2 100.4 


4 See footnote to Table 7.12. 
SOURCE: Calculated from unpublished data from the 1961 Census of Canada. 
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Among the urban labour force, little variation existed between provinces as to 
the proportion working 40 to 52 weeks for a normal work week of 35 hours or 
more, although only 70 per cent of Prince Edward Island and Nova Scotia 
wage-earners reported this amount of employment as compared to approximately 
75 per cent in most of the other provinces. Among the rural wage-earners in four | 
provinces — Newfoundland, Nova Scotia, New Brunswick and Quebec — fewer than | 
half reported a full year’s attachment to the labour force on a full-time basis. 


Work experience varied by occupation as well as by the rural-urban residence. 
Workers in the occupational categories characterized by low earnings also had more ! 
irregular employment experiences than did those in occupations with higher levels | 
of earnings. These were also occupations that constituted a larger proportion of the | 
labour force in low income regions. For example, 92 per cent of male wage-earners | 
in managerial occupations reported working at least 40 weeks during the year 
and working at least 35 hours a week. At the other extreme, less than one | 
quarter of wage-earners in logging and fishing worked to this extent and somewhat | 
less than half of labourers reported reasonably full employment. | 


EDUCATION 

Another characteristic of occupational earnings within regions was that 
within provinces with lower incomes the differential between the earnings in| 
occupations requiring training and high levels of education, such as managerial and 
professional occupations, and earnings in occupations that were manual or unskilled 
was greater than in higher income regions. This means that interprovincial 
differences in earnings were smaller for the more highly educated segment of the 
labour force than for the unskilled segment. | 


{i 


When all incomes are examined by level of education, interprovincial | 
differences are found to be greatest for those with only elementary schooling and 
tend to be least for those with university degrees. Excluding Prince Edward Island 
from the comparison, incomes of university graduates in all other provinces were 80° 
per cent or more of the Ontario average. Within the Atlantic region where the. 
proportion of university graduates was lower than elsewhere, the average incomes 
of university graduates were relatively much higher than the incomes of those with | 
only elementary schooling within the region than in provinces like British 
Columbia. In Newfoundland, for example, the average was 3.7 times and in Nova 
Scotia 3.3 times as great as compared with the British Columbia ratio of 2.6 and the’ 
Ontario ratio of 2.7. Education and professional training make workers much more) 
mobile and improve their bargaining power; it is probable that earnings within a 
region cannot fall too far below the levels of other parts of the country without a 
drain of manpower. One may cite as an example doctors in private practice whom 
earnings in the Atlantic Provinces appeared to reach the same levels as in a number 
of the other provinces such as Quebec and Manitoba.* The unskilled have much. 
less mobility, and greater inter-regional inequality existed in respect to their earnings. 


- Taxation data show that among doctors in private practice with taxable incomes, highest 
earnings are reported in Saskatchewan rather than Ontario or British Columbia. 
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RELATIVE INCOME DISTRIBUTION 


Again, as with the income distribution of the total male population, 
standardizing on age and education does not explain any of the earnings 
differentials between the western provinces and Ontario but does narrow the 
differences between the eastern provinces and Ontario. Standardizing on the 
occupation and rural-urban distribution narrows the differentials between Ontario 
and eight of the other nine provinces although for the western provinces the effect 
is minor. For Quebec, standardizing on the rural-urban distribution as well as on age 
and schooling diminishes differentials. On an unstandardized basis, earnings in Prince 
Edward Island and Newfoundland were approximately two thirds of the Ontario 
level and in the other two Atlantic Provinces they were approximately three 
quarters. Standardized on occupation and the rural-urban distribution, they rose to 
82 to 85 per cent of the Ontario average, except for Prince Edward Island. 
‘Standardizing on occupation, age and schooling raised the averages to 80 to 82 per 
cent of the Ontario average, again with the exception of Prince Edward Island. 
Since age was of minor importance in explaining away income differences for the 
total income distribution, it might also be of little consequence in explaining 
earnings differentials. The results in Tables 7.12 and 7.13 suggest that, if incomes 
had been weighted by occupation, education and the rural-urban distribution 
within provinces, most of the interprovincial differences would have been 
‘accounted for. 


3. FAMILY INCOME DISTRIBUTION 


In the analysis of family income in Chapter Six the relationship between 
‘incomes of the male population and the family income structure was examined. 
| Regionally, as nationally, family incomes were substantially higher than the 
incomes of the married male population, although again the earning ability of the 
head would be the most important factor influencing the level of family income. 
Other important factors were family size and composition and the labour force 
participation or non-participation of wives. 


RELATIVE INCOME DISTRIBUTION 


Interprovincial family income differentials were very similar to the male 
income differentials discussed in the previous sections of this chapter. However, for 
provinces east of Ontario, average family incomes as a proportion of the Ontario 
average were a little higher than the average incomes of the male population while 
west of Ontario the average was somewhat lower. Thus, regional differentials in 
average family incomes were somewhat less than were average male incomes. 


Family incomes in Newfoundland were, on average, some two thirds of the 
Ontario average while Nova Scotia and New Brunswick averages were somewhat 
higher; only Quebec, Alberta and British Columbia average incomes were over 90 
per cent of the Ontario level. Median incomes as a ratio of Ontario incomes were 
lower in the Atlantic Provinces and Quebec than were average incomes while the 
reverse was true for the western provinces. 
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EMPLOYMENT OF MARRIED WOMEN 


TABLE 7.15 — Upper Quintile Limits of Family Income, by Province, 
Year Ended May 31, 1961 


Saskatchewan 
' Alberta 


SOURCE: Calculated from Table 7.14. 


The quintile points in the family income distribution in each province are 
‘summarized in Table 7.15. This reinforces the previous conclusions that provinces 
with the lowest incomes. also had more unequal income distributions. The ratio of 
the minimum income of the top quintile was more than three times as great as the 
maximum income of the bottom quintile in Newfoundland, Prince Edward Island 
and Saskatchewan. However, although the bottom 20 per cent of families in 
Saskatchewan had incomes as low as those in New Brunswick and Nova Scotia, the 
position of families in middle and upper income brackets in Saskatchewan was 
telatively better than in the other two provinces. Although Ontario had the highest 
absolute incomes among the provinces, the dispersion between the incomes of the 
top and bottom quintiles was least among the provinces; the minimum of the top 
quintile was only 2.4 times the maximum incomes of the bottom quintile. 


REGIONAL PATTERNS IN EMPLOYMENT OF 
MARRIED WOMEN AND FAMILY SIZE 


The smaller disparity in family income regionally as contrasted with small 
incomes might be'a reflection of differences in family size or composition and in 
the working behaviour of married women. Considerable regional variations existed 
in the extent to which married women worked. The provinces with more urbanized 
populations had higher participation rates except for Quebec where the proportion of 
married women working was the second lowest among all provinces. Newfoundland 
had by far the lowest proportion (only 9.4 per cent) of married women working. In 
provinces with low participation rates the number of young children per family was 
also higher on average so that participation might have been affected by the 
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difficulty of working because of family obligations. Participation rates of married 
women by province are summarized below in Table 7.16. 


f 


TABLE 7.16 — Proportion of Married Women in Labour Force, by Province, 
as at June 1, 1961 


po 

Province Per cent 
Newtoundland fre: «: at. steers vole. okies cLo te ue meee eae fe 9.4 
Prince Edward:tsland.., << 5 Gee «0s 6 amet eit wie peter) eres aay mer 18.4 
NOVaeS COTTA: fete ok oidores sacet et ets sco pesiiers hea Rote oleh eeen en em noINe eete Deo 
Ne waBrunS WiC Kate: © 3c ic piel Stet soca ection oesttec Sreud otal fee ee mes pe tome ae 17.4 
QuUebEC ay ties & ate) oP Ae SS as RP eae eo ete ees cmt rare 14.4 
Ontario: & Peers hk bx ss SPE we wks eens Rares eee 27.4 
Manitoba eta siete fle een hee ta anit emer eMnl ic) cust fe eres baie sete DISS) 
Saskatchewan 5.x... foc sia tetae en phe oo orem ad fe: tens eens 21.7 
Alberta < Rude aidthc! aes oe tee ate op GMs) el eee ore 25.9 
British Columbiaias «cols. x. cee tee onsite el Sees noms rie are 333} 
@anada: nk eg GAs Oee ORS one ge LOR aOR a la ice at 22.0 


SOURCE: Calculated from DBS, 1961 Census of Canada, Marital Status (Cat. No. 92- 544) 
Table 28, and Occupations by Sex Showing Age, Marital Status and Schooling, Canada and Prov- 


inces (Cat. Nos. 94-509 to 94-512), Table 17. 


In Ontario and the western provinces, between 22 and 27 per cent of married | 
women reported being in the labour force while in the Maritimes the ratio was 17) 
to 18 per cent. However, provinces with lower participation rates among married. 
women were usually the provinces in which families tended to be larger in size. This} 
means that, although wives were not as important contributors to family income, 
more children might be in the labour force. In Newfoundland, for example, slightly. 
over half of all families consisted of five or more persons and in the Maritime) 
Provinces approximately 40 per cent were this large; in contrast, in Ontario and the’ 
western provinces only 27 to 31 per cent of families were large families. In British 
Columbia the proportion of two-person families was twice as great as in) 
Newfoundland. Average family size and average number of children under age 161 in 
each province are shown in Table 7.17. | 

Lower labour force participation by wives in the eastern provinces might be 
compensated for by greater participation of adult children so that regional 
differences in the number of earners per family might not, in themselves, be factors 
in inter-regional income differentials. In all provinces, families with two or three or 
more earners had incomes substantially higher than families dependent upon the 
earnings of one person. However, because of the gap in earnings between the 
Atlantic Provinces and the other provinces, in all of the Atlantic Provinces families 
with two members in the labour force had lower average incomes than families with 
only one working member in Ontario, Alberta and British Columbia. For example, 
in Nova Scotia average incomes of families with one working member were $4, 196 
and with two working members, $5,353; the equivalent averages for Ontario were 
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FAMILIES 


$5,581 and $6,786. Thus, families with two working members in the Atlantic 
Provinces did not attain the income levels of families with only one labour force 
_ participant in the wealthier provinces.5 


TABLE 7.17 — Average Family Size and Average 
Number of Children Under Age 16 per Family, as at June 1, 1961 


Province Average family size PN ge uber Cl cnitaten 
under age 16 per family 


SOURCE: Unpublished data from the 1961 Census of Canada. 


RURAL-URBAN DIFFERENTIALS 


As with individual incomes, the rural-urban distribution is of significance in 
explaining inter-regional income differences. Within urban areas, too, the greater 
the population concentration in an area the more probable it is that family incomes 
will be higher, for many reasons — the greater availability of positions requiring 
_training and education, the greater opportunity for the employment of wives and 
children, improved opportunities for job mobility and the diminished likelihood of 
unemployment. 


FAMILIES 


Table 7.18 presents average family income by size of municipality within 
|provinces. With the exception of Newfoundland and New Brunswick, family 
jincomes, on average, in the large metropolitan areas exceeded $6,000. The 
metropolitan areas, with few exceptions, are cities usually containing population 
concentrations of 100,000 or more. Two exceptions to this were Saint John, N.B., 
and St. John’s, Nfld., which had populations somewhat under 100,000; although in 
size they were in the 30,000 to 100,000 category, they were the only cities in these 
‘provinces designated as metropolitan areas. In other provinces, family incomes in 
jmunicipalities in this size group ranged from $5,300 to approximately $6,000; thus, 
family incomes in Newfoundland and New Brunswick were not out of line with 


5 Family income distributions by number of earners and by province may be found in 
/ DBS, 1961 Census of Canada. Economic Families (Cat. No. 98-524, Bull. SX-10), Table B12. 
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income levels for municipalities of this size in other regions. Average family income | 
in St. John’s, for example, was 90 per cent of the Ontario average family income in 
centres with populations of 30,000 to 100,000. Similarly for smaller centres, those | 
with populations of 10,000 to 30,000 in all provinces except Nova Scotia had 
family incomes averaging between $5,000 and $6,000. Thus inter-regional income 
disparities narrowed substantially when the incomes of urban population concen- — 
trations of similar size were examined separately; the greatest divergence occurred 
in rural incomes. 


TABLE 7.18 — Average Family Income by Size of Place of Residence, 
Year Ended May 31, 1961 


30,000- 10,000- 1,000- 
99,999 29,999 9,999 
$ 


5,792 
byl ld) 


Province Rural 


Newfoundland ...... 
Prince Edward Island... 
INOVa SCOLIAe «nk. «oss! 6 
New Brunswick ...... 


VAI DertadasnessseIel ses ecu 
British Columbia ..... 


Canada onan. <ncile ens ce 
SOURCE: DBS, 1961 Census of Canada, Economic Families (Cat. No. 98—524, Bull. SX- 
10), Table BS. 


TABLE 7.19 — Average Family Income, Standardized by Place of Residence, 
Year Ended May 31, 1961 


Standardized on Ontario 


Unstandardized 
Average 


Province 


Newfoundland and 
Prince Edward Island 65.9 

ava SCOta Sion oes a ule eee 74.1 

ING W BIUNSWICK ny 2c 4G ao one earns 

QuebeCh sesh te Gis tue Oe tee rereme 

Ontariorers* see al Ae 


FAL DOT CARE aie neti aris asi jecicseag ced ee 
British Columbia eee ot.) earn ome 


SOURCE: Calculated from same data as Table 7.18. 
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| The data in Table 7.19 were standardized by size of municipality. Because 
| they did not have municipalities in all size categories, Newfoundland and Prince 
_ Edward Island were combined, as were Manitoba and Saskatchewan. Family 
incomes standardized according to the Ontario distribution showed the following 


) changes. 
| 


As with the incomes of the male population, much of the difference between 
_ the Atlantic Provinces and Ontario was accounted for by the greater importance of 
_ tural population in the Atlantic region; this was also a factor in lower incomes in 
_ Manitoba and Saskatchewan. 


OTHER CHARACTERISTICS 


Within provinces, family income distributions classified by other character- 
_ istics, such as age of the family head, level of education and occupation, had 
| patterns very similar to the national distribution. On age, for example, in all 
provinces family incomes were at their highest levels when family heads were 
between the ages of 45 and 54. Average incomes provincially for this age group 
ranged from a low of $4,494 in Newfoundland to a high of $7,146 in Ontario. 
- Again, the lowest incomes occurred among the youngest and oldest families. In all 
provinces except Newfoundland, New Brunswick and Quebec, families with heads 
aged 70 years and over had the lowest incomes but in the three exceptions the 
youngest families had the lowest average incomes. Except in Prince Edward 
Island, the decline in family incomes from the middle aged groups to the elderly 
_ was less in the eastern provinces than in Ontario and the western provinces; in 
_ Alberta and British Columbia, for example, incomes for families with heads aged 45 
_ to 54 were 75 per cent higher than the incomes of families with heads aged 70 and 
over. In the Atlantic Provinces, with the exception of Prince Edward Island, family 
incomes in the same age group were less than 50 per cent higher than for the oldest 
_ group. Interprovincial income differences were less among younger families than 
_ among the elderly. 


On other characteristics such as the level of education attained by the family 
head and the occupation of the family head, provincial patterns again followed the 
national patterns. Average family incomes by selected levels of schooling of the 
| family head are shown in Table 7.21. The greater differentials between the incomes 
of those with university training and those with only elementary schooling in the 
Atlantic regions as contrasted with other regions have already been commented 
upon and are again evident in the data on family incomes. 


By occupation, in all provinces, families of persons in managerial or 
| professional categories had the highest family incomes and those of labourers, 
| fishermen, farm workers and others in primary industries were usually lowest. In 
most provinces, families of the self-employed, on average, reported higher incomes 
than families whose heads were wage or salary earners. As might be expected, 

families whose heads did not work had much lower incomes than families whose 
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heads were employed. In all provinces, much of the low family income population 
within the province was found among families whose heads were not labour force 
participants. 


TABLE 7.21 — Average Family Incomes, by Selected Levels of Schooling 
of Family Head, by Province, Year Ended May 31, 1961 


No schooling Secondary 
or elementary 4-5 years 
$ 


University 
Degree 


Province 


INOVa SCOtAM.. HIRE Aten, fertt. Mats ie 
meNew Brunswick Pree V es eho. Oe vk ee: 
WUCDeC!. MEcmeer see aie) iteatee ws, bor, a, 


a) Mere Mian er rental ten (SUry| a el eo te tat eee Ce ore 
fe’. al bain ramet tells ifs!) ao he) ie) toe ate le 6 6! se 

Sa aiviten ete haf ratte 6. ‘eh ay 6 erie ‘exe 

iS) ows ie else) ead ae fiei hel cs) 4. (4: (6) by (0. 10d ays 


ee 6) oe we este ts) Us: ie) Leh te le" \e: oe) eo) BD ie 


SOURCE: DBS, 1961 Census of Canada Economic Families (Cat. No. 98-524, Bull. 
_ SX-10), Table B10. 


TABLE 7.22 — Average Family Incomes, by Selected Occupations of Family Head and by 
Province, Year Ended May 31, 1961 


Craftsmen 
and 
production 
workers 


Province Managerial Professional Labourers 


Newfoundland ...... 


Prince Edward Island. . . 2,995 
INOVaISCOUays) -mataariee cot 3,309 
New Brunswick...... 35235 
UCC Cg A eee We raat 4,126 
Ce a ee 4,536 
Pianttoba he ee 4,135 
Saskatchewan ...... 4,036 


Aibertaiseares. ols ials ss 


*) ©) 49; 1: Je 


SOURCE: DBS, 1961 Census of Canada Economic Families (Cat. No. 98-524, Bull. 
SX-10), Table B11. 


In summary, family income by selected characteristics followed the same 
income patterns as those of the male population and, within all provinces, the 
same characteristics influenced the level of income internally. 
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Chapter Eight 


LOW INCOME AND POVERTY 


1. DEFINITION OF POVERTY 


“The notion of a measurable boundary marking off the range on the 
lower part of the income scale that can be designated substandard has crept 
into our thinking about size distributions of income practically unchal- 
lenged. Theorists of all persuasions utilize such a concept implicitly while 
proponents of various types of social policy exploit the ‘poverty line’ 
determining this measure for a given time and place, the theorist will deny 
the possibility of a unique answer and the propagandist will settle for any 
one of many solutions if the result suits his purposes.””! 


Perhaps more attention has been focused on the lower end of the income 
| distribution than on any other aspect of the income structure. In popular terms, the 
family units clustered at the bottom of the income scale have been termed the 
“poor” or the population living in “poverty”. Dictionaries define poverty as 
 “indigence, want, scarcity, deficiency, poorness or meanness”, and point out that 

the dominant sense of present-day usage of the word is that of having little money 
or property. In turn, it is implicitly assumed that this also connotes deprivation in 
| respect to various aspects of consumption — that low income is accompanied by 
| malnutrition, inadequate health care, poor housing and so forth. 


| A concern with poverty, its characteristics and its implications for economic 
and social policy motivated much of the early research on the income and 
consumption patterns of families and households. A well-known study at the end of 
| the nineteenth century collected data on incomes in York, England, and, using such 
statistics in conjunction with minimum budgets, developed estimates as to the 
proportion of the population with incomes inadequate to satisfy minimum needs.? 

The methodology developed in this study has influenced much of the research that 
has followed in the twentieth century. This study developed “a poverty line” and 
"statistically estimated the proportion of the population living in poverty. It stated 
in conclusion: 

| “That in this land of abounding wealth, during a time of perhaps 


unexpected prosperity, probably more than one fourth of the population 
are living in poverty, is a fact which may well cause great searchings of 


1 Dorothy S. Brady, ‘“‘Research on the Size Distribution of Income”, Studies in Income and 
| Wealth, Vol. XIII, p. 30. National Bureau of Economic Research, New York, 1951. 


2B. Seebohm Rowntree, Poverty, A Study of Town Life. Thomas Nelson & Sons, London. 
(No date) 
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heart. There is surely need for a greater concentration of thought by the 
nation upon the well-being of its own people, for no civilization can be 
sound or stable which has at its base this mass of stunted human life. The 
suffering may be all but voiceless, and we may long remain ignorant of its 
extent and severity, but when once we realize it we see that social 
questions of profound importance await solution. What, for instance, are 
the primary causes of this poverty? How far is it the result of false social 
and economic conditions? If it be due in part to faults in the national 
character, what influences can be exerted to impart to that character 
greater strength and thoughtfulness? Be 


Examples may be readily found in many contemporary studies which, in 
effect, make the same statement about current conditions in North America that 
Rowntree made about the Britain of 1900. The characteristics of poverty may have 
changed but the problems of defining it, analyzing it and eliminating it have not. 


Most studies concerned with the measurement of the extent of poverty are 
faced with the problem of defining poverty. Many studies have described 
eloquently the physical, social and economic manifestations of poverty — ill health, 
slum housing, unemployment and so forth.* A satisfactory determination of the 
extent of poverty requires, in effect, surveys designed to measure the levels of living 
of the population — food consumption and its adequacy, housing conditions, the 
adequacy of medical care and the state of health. Such statistical data are not 
available and, in its absence, statisticians and others have usually fallen back upon 
other approaches which invariably involve the use of income levels as the primary 
indicator of poverty. 


STATISTICAL MEASUREMENT OF POVERTY 


Broadly, the various methods developed in studies can be categorized as of two 
varieties — the use of a fixed income point below which incomes are considered, in 
some sense, to be substandard or, alternatively, the construction and pricing of 
minimum budgets which are then compared with the existing income distribution 
to determine what proportion of the population has incomes inadequate to 
purchase the suggested budget. The use of a fixed point on the income scale such as 
the bottom quintile or on a family income figure of $3,000 as a poverty line is 
probably influenced by the fact that families below these points receive a share of 
aggregate income which is small in relation to their numbers and so they must be 
“poor”. The rationale for the budget approach has been expressed this way: 
“Whether those at the bottom of the income distribution are or are not poor 
depends on whether their income level is or is not, by objective standards, sufficient 
to cover their needs.”’5 


3Tbid., p. 360. 


4For example, Michael Harrington in The Other America: Poverty in the United States, The 


Macmillan Company, New York, 1963, a study that has influenced government policies in the - 
United States. 


> Oscar Ornati, Poverty Amid Affluence, The Twentieth Century Fund. New York, 1966, 
p. 16. 
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A budget approach to the examination of the adequacy of income is superior 
to the use of income criteria that ignore differences in family characteristics and, 
implicitly, in family needs. The use of a family income figure such as $3,000 does 
not take into account that family living requirements are affected by the size of 
family, its age composition, its place of residence such as farm or urban, and the 
price levels in the area. In the United States, although, initially, specific income 
figures were used to designate poverty, the deficiencies of this criterion resulted in 
the adoption of budget data as indicators of poverty or income inadequacy.® Other 
recent studies have also used a budget criteria for defining poverty.7 


The budget-income approach has its own limitations as a statistical measure of 
poverty. In a recent U.S. Bureau of Labor Statistics publication it was noted: 
“There is not, and indeed in a rapidly changing pluralistic society there cannot be, 
one standard universally accepted and uniformly applicable by which it can be 
decided who is poor. Almost inevitably a single criterion across the board must 
either leave out of the count some who should be there or include some, who all 
things considered, ought not be classed as indigent.”® 


An examination of the sixty-year history of using budgets to define poverty in 
the United States makes evident the existing problems. Budgets are devised for 
families with specific characteristics and in specific living circumstances. In earlier 
years these tended to be budgets for working families of four or five persons living 
in urban areas; such budgets would not be representative of families in rural areas, 
families who were retired, etc. In recent years, budgets have been constructed for 
many more family characteristics and these have been matched to the income 
distribution of families with the same characteristics. No account is taken of the 
fact that some families may have an imputed income from capital assets and thus 
have lower money income requirements than other families. There may also be 
differences in respect to access to free services such as medical care, education and 
so forth. Ideally, as well as income data, information is needed on other aspects of 
consumer finances such as asset holdings and the stocks of consumer durables 
owned. Obviously a family of three with an income of $3,500, a house owned free 
of debt and savings of $10,000, is better off than a family of three renting 
accommodation and having no accumulated assets. Recent budget studies have at 
least recognized that there are differences between the circumstances of farm 
families and those of non-farm families as the former are often able to produce 
food and other commodities and to own their own homes. Money requirements of 
farm families are assumed to be lower than those of other families. 


®See Mollie Orshansky, ‘“‘Counting the Poor: Another Look at the Poverty Profile’, Social 
Security Bulletin, Vol. 28, No.1, January 1965. 


TAs for example, in the analysis of poverty in Income and Welfare in the ee ee 
Chapter 16, “Poverty in the United States”, James N. Morgan, Martin H. David, Wilbur J. 
Cohen and Harvey E. Brazer. McGraw-Hill Book Company, New York, 1962. 


8 Mollie Orshansky , Social Security Bulletin, Vol. 28, No. 1, January 1965, p. 3. 
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Another major problem in the use of annual income data as an indicator of 
poverty is that annual data in themselves may not be representative of what might 
be termed the “‘permanent income” status of an individual or family. The shorter 
the time period used for the measurement of receipt of income, the more probable 
it is that the amount received is affected by transitory factors. Although some 
segments of the population such as the retired category live on fixed incomes, the 
majority of family income patterns pass through cycles and from year to year the 
income position undergoes change — some families are gradually improving their 
position while for others the long-run expectations are for a worsening. Although 
little data exist to verify the supposition, annual data may tend to overstate the 
degree of inequality existing in the income distribution and the proportion of 
families with permanent low-income status may be lower than annual data suggest. 


For example, in the United States the Council of Economic Advisers, in 
examining the characteristics of families in poverty, used some data collected from 
a sample survey of families for the year 1962 and income data for the year 1963 
were collected from the same sample of families a year later. It was found that 30 
per cent of families with incomes below $3,000 in 1962 had incomes above $3,000 
in 1963 although the over-all proportion of families with incomes below $3,000 
showed little change. This indicates that the majority of low income families were 
largely an unchanging group of families but it also indicates that many families with 
low incomes in a one-year period might have a temporary low-income status. As 
might be expected from the discussion in Chapter Six on incomes by family life 
cycle, the families most likely to improve their positions are those with male heads 
under 35. Younger families contained the highest proportions of families whose 
incomes changed most between 1962 and 1963; the greatest change occurred 
among families with heads aged 35 to 44, in which group nearly half of those with 
incomes below $3,000 in 1962 had incomes above $3,000 in 1963.9 


DEFINITION OF NEEDS 


The long-run experience with developing standards of poverty is that 
standards are not static but the designation as to who is poor is greatly influenced 
by contemporary opinion as to what are the “minimum needs” of families. The 
poor are those who do not have sufficient income resources to satisfy these 
“needs”. The standards set as needs usually rise as over-all real incomes rise. One 
study has concluded: 

“There is a strong factor of circularity in the standards upon which 
workers’ budgets are based. Not only do they reflect what society thinks 
men ‘ought’ to spend for ‘subsistence’, ‘minimum adequacy’, or ‘minimum 
comfort’ but also what contemporary low-income people customarily do 
spend when they buy what is budgeted for. Workers’ family budgets, 


9See pp. 161 - 166 of Economic Report of the President, January 1965. United States 
Government Printing Office, Washington, 1965. 
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especially at the ‘subsistence’ level, thus reflect the customary con- 
temporary life style of the poor as society judges it ought to be and as the 
poor expect it to be. Society’s judgment as to what workers’ families 
‘ought’ to spend tends also to reflect the extent of its concern about 
poverty at any time.”!° 


The decisions as to what the components of family budgets should be are, to a 
considerable extent, subjective decisions, not objective ones, and are very much 
influenced by the current over-all level of living of the remainder of the population. 
Thus, if the overwhelming majority of the population come to consume or use a 
certain commodity, it tends to be regarded as a need of the total population. The 
history of working-class budgets in the United States, for example, shows that in 
earlier days items included in the budget tended to be items that society felt 
working families should have rather than items they could acquire out of the 
existing distribution of incomes. As a result, when such budgets were priced, it was 
found that the majority of working families had incomes that were too low to 
purchase the complete budget. 


The conclusion as to how many people are poor will be greatly influenced by 
the decision as to what commodities and services people should be able to have in 


_ order not to be poor. There is general agreement that incomes should be sufficient 


to provide for subsistence, however that may be defined, and some of these budgets 
have been called “subsistence” budgets. However, in an affluent society the notion 
that incomes should provide subsistence and no more is often unacceptable and 
other budgets have been drawn up to provide what is sometimes called a “modest 
but adequate” level of living. It follows that the more generous the budget 
contents, the higher the proportion of families considered to be poor when incomes 
are compared with the cost of purchasing the budget. The numbers of poor families 


_ in the United States in one set of estimates increase by 50 per cent if two budgets 
are drawn up with one budget containing more generous allowances for 
consumption as minimum budget requirements. !? 


It is because poverty is a relative concept that poverty or low income does not 
diminish as much as might be expected in view of the real income growth of a 
country. The extent of change can be evident only if contemporary standards are 


applied to the income structure of an earlier day. A study in the United States, 


using as a criterion of poverty the 1935 New York City Welfare Budget adjusted 
for price change, demonstrated that in 1935 some 28 per cent of United States 


100 scar Ornati, Poverty Amid Affluence, The Twentieth Century Fund, New York, 
1966, p. 131. For a discussion of the conceptual and statistical problems involved in the 


construction of budgets, see the article by N.N. Franklin ‘“‘The Concept and Measurement of 


‘Minimum Living Standards’ ”, International Labour Review, Vol. 95, No. 4. 


11¢¢e discussion by Dorothy S. Brady in “Scales of Living and Wage Earners’ Budgets”, The 


Annals of the American Academy of Political and Social Science, March 1951, Vol. 274. 


12See Mollie Orshansky, ‘“‘Recounting the Poor — A Five-Year Review”, Table 7, p. 31, 
Social Security Bulletin, April 1966. 
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families had below subsistence-level incomes while by 1960 this ratio had dropped 
to 10 per cent. If the 1960 subsistence-level budget were applied to the 1935 
income distribution, then 47 per cent of families in 1935 were below the 1960 
subsistence level.13 


Thus, even though the level of living of the poor improves through time, 
poverty never seems to be eliminated because a wide gap persists between the level 
of living attained by some segments of the population and those enjoyed by the 
majority of the community. In Canada, the subjective element in discussing the 
needs of the poor is implicit in some contemporary views as to what are symptoms 
of poverty. For example, the lack of bathrooms, running water and central heating 
in rural housing have been cited as evidence of substandard housing. The 1941 
Census showed that at that time half of Canadian households had no installed baths 
or showers (nearly 25 per cent in urban areas) and 45 per cent of households had 
no inside toilets. Amenities which in the mid-1960s are considered to be necessities 
as recently as 25 years ago were not available to nearly half of Canadian households. 
Other examples of items that might be considered necessities of the 1960s are 
consumer durables such as television sets or automobiles. When television sets first 
became available in the early 1950s only the middle and upper income classes could 
afford them; currently, families who do not own television sets appear to be those 
residing in parts of the country still not reached by television stations, or families 
who can afford television but consider it a status symbol not to own one. Budgets 
for welfare purposes now recognize that expenditures on television ownership 
should not disqualify recipients from receiving assistance. Similarly, in 1961 the 
majority of families with incomes above $2,000 owned automobiles and a 
surprising 40 per cent of those with incomes below $2,000 also owned automobiles. 
Statistics suggest that non-owners tend to consist of groups such as the aged who 
may no longer be able to operate a car. In the postwar years it is obvious that an 
automobile has joined the list of family “needs”; in pre-war years it would still have 
been considered a luxury item. It might be noted that the U.S. Bureau of Labor 
Statistics budget, designed to provide a modest but adequate level of living for a 
retired couple, includes provision for the ownership and operation of an 
automobile.!4 

It should also be noted that in the United States, experiments with a range of 


criteria to define very minimum income requirements either using minimum 
budgets or fixed income points have tended to produce very similar results as to the 


probable size of the population that may be experiencing poverty. However, the — 


more sophisticated approaches show lower proportions of poor families than the 
more arbitrary approaches and show fewer adults and more children in this group 
than the simpler criteria. Further, although the estimated number of persons is 


13See Herman P. Miller, Measurements of Alternative Concepts of Poverty, Institute of 
Government and Public Affairs, University of California, Los Angeles, November 1964. 


14See “The Cost of a Retired Couple’s Budget’’, Monthly Labor Review, November 1960, | 


Vol. 83, No. 11, United States Department of Labor. 
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much the same under the different criteria, each shows a different composition as 
to age, family size, place of residence and so forth.!5 


2. LOW-INCOME POPULATION IN CANADA 


There is no existing official statistical concept of poverty in Canada, primarily 
because no minimum standard budgets have been constructed that would allow for 
a location of points in the income distribution below which income inadequacy 
might exist. For purposes of this study, low-income families are defined as those 
families whose incomes fall into those income groups in which, on average, most of 
the income received must be spent upon essentials such as food, clothing and 
shelter. An examination of family expenditures data collected from a sample of 
approximately 2,000 spending units living in urban centres of 15,000 or more in 
population showed that, on average, families of different sizes allocated about half 
of their income to expenditures on food, shelter and clothing.!® It was assumed 
that where expenditures on these components were well above average, that is, 
where they accounted for 70 per cent or more of family income available, such 
families might be in straitened circumstances. They would have little “discre- 
tionary income” left after expenditures on basic essentials, or income to pay for 
medical care, education of children, recreation and so forth or for savings. The 
expenditures data suggested that a single person with an income below $1,500, a 
family of two with less than $2,500, and families of three, four, five or more with 
incomes of less than $3,000, $3,500 or $4,000, respectively, had such expenditure 
patterns. The same income limits were used for all families, although possibly lower 
limits should have been used for rural families. 


It should be stressed that the universe being considered probably includes the 
great majority of families who are in genuine need but it must not be assumed that 
all of these were living in poverty. The U.S. Bureau of Labor Statistics budget 
estimates of incomes that may be indicative of poverty are 1960 urban incomes of 
$1,700 to $1,900 for a family of two, $2,000 to $2,600 for a family of three, 
$2,500 to $3,200 for four, $3,100 to $3,800 for five and $3,600 to $4,200 for six 
or more, so that the income levels used in this report for families of two to four 
persons for Canada are higher than those developed for the United States as poverty 
lines.!7 The Bureau of Labor Statistics estimates developed for families of different 
age compositions and sizes assume that young families need less than families at 
later stages of the income cycle. The minimum figure represents the requirements 


1Ssee Mollie Orshansky, ‘“‘Counting the Poor: Another Look at the Poverty Profile”. Social 
Security Bulletin, Vol. 28, No. 1, January 1965, Washington, D.C. 


16These data are for the year 1959 and are unpublished data from the DBS 1960 Survey of 
Family Expenditures. The results of this survey were published in DBS Urban Family 
Expenditures, 1959, (Cat. No. 62-521), Ottawa, March 1963. 


17 United States data are from Herman Miller, Measurement for Alternative Concepts of 
Poverty, Institute of Government and Public Affairs, University of California, Los Angeles, 
November 1964. 
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of families with heads under age 35 and the maximum those with heads aged 55 to 
64. Further, Canadian incomes are lower, the average non-farm family income being 
only 85 per cent of the American average. The over-all level of living is probably 
lower in Canada than in the United States. 


ATTRIBUTES OF LOW INCOME 


Although poverty is a chronic social and economic problem, studies in 
industrial societies such as the United States and Britain indicate that the 
characteristics of the population in poverty have changed through time as real 
incomes have risen. To an increasing extent, poverty is becoming associated with 
specific groups rather than remaining a characteristic widely found through all 
segments of the population.!® In North America during the depression years of the 
1930s poverty was probably prevalent among all age groups and in all areas; in 
present times it has tended to become concentrated among the non-working 
population. 


A number of studies have attempted to specify the population characteristics 
associated with above-average levels of low income; that is, the characteristics that 
carry with them high probabilities of poverty. One study concluded that, among 
families, the significant family characteristics in decreasing order of importance 
were: head a non-earner, head aged 65 or over, rural farm residence, female head of 
family, non-white, head aged 14-24, six or more children under 18 years of age. 
Among unattached individuals the significant factors were: non-earner, age 65 or 
over, rural farm residence, female, non-white, 14-24 years of age.!9 Another study 
of poverty gave the following ranking of factors which helped explain the existence 
of poverty among families: age, disablement, families with children and only one 
parent, unemployment, non-white, self-employed business man or farmer.?° 
Families with only one parent present are primarily families headed by women. 
There is considerable similarity in the factors suggested, such as age and 
unemployment. A combination of these characteristics increased the probability of 
poverty. 


Appendix 8.A to this chapter shows in more detail the characteristics of the 
families and persons not in families who compose low-income groups in Canada. 
Data are not available in the Census on some of the characteristics associated with 
low income such as disability or the extent of unemployment but other 
characteristics affecting the level of income such as age, education and occupation 
are shown separately; most of the tables present data separately for families with 
male and female heads. 


18 Rowntree, for example, in resurveying York in the 1920s found poverty was less likely to 
be an attribute associated with low levels of wages and unemployment than to be attributed to 
such characteristics as old age. 


19See Oscar Ornati, Poverty Amid Affluence, pp. 43-44. Twentieth Century Fund, New 
York, 1966. 


20See Morgan, David, Cohen and Brazer, Income and Welfare in the United States,Chapter | 


16. McGraw-Hill Book Company, New York, 1962. 
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In a general way these tables describe how many family units in 1961 were in 
low-income circumstances, where they were located regionally and what sort of 
families they were. As to how many, 916,000 families or 25 per cent of all 
non-farm families had the combined income and family size characteristics outlined 
above; 416,000 persons living alone or 44 per cent met this low-income criterion. In 
total, these family units contained approximately 4.2 million persons or nearly 27 
per cent of the non-farm population. 


Table 8.1 presents a summary of selected characteristics of low-income 
families. These show that the incidence of low income is very high when these 
characteristics are present: no member of the family worked during the year, family 
resides in a rural area and/or in the Atlantic Provinces, the head of the family is 65 
years of age or over, the head of the family is a woman, the head of the family was 
outside the labour force, the head of the family had no education beyond the 
elementary level. These characteristics then are very similar to those isolated in the 
United States as primary characteristics of poverty. 


The regional distribution of incomes and the reasons for inter-regional 
differentials were discussed in more detail in Chapter Seven. Table 8.1 reinforces 
the previous comment that in the Atlantic Provinces a much greater proportion of 
families had low incomes than in other regions of Canada, and that Ontario 
contained the lowest proportion of low-income families. The table also confirms 
again that low incomes were much more prevalent among the rural population, 
where nearly half of families had low incomes, and among the small urban centres; 
the frequency of low incomes in the largest cities was only a little over three fifths 
of the national average. 


An examination of the absolute number of low-income families with different 
characteristics rather than the proportion with low incomes shows that the greatest 
number of these families were concentrated in Ontario and Quebec, as might be 
expected because, in total, 63 per cent of the population resided in these provinces. 
Although 45 per cent of families in the Atlantic Provinces had low incomes, 58 per 
cent of all low-income families lived in Quebec and Ontario. Most low-income 
families resided in urban centres. Although 46 per cent of rural families had low 
incomes, only 38 per cent of low income families resided in rural areas; increasingly 
in urban societies, low income is becoming an urban rather than a rural problem.? ! 


LOW INCOME BY AGE AND SEX 


It has been suggested that: ‘Since the ranks of the poor have always been filled 
with widows and orphans, the halt, the lame, and the blind, a study of poverty 
must treat these groups separately if only to avoid confusing the effect of age, sex 


21 These statistics are, of course, for non-farm families only. The inclusion of low-income 
farm families would raise the proportion of low-income families resident in rural areas although 
the proportion would probably still not exceed 50 per cent. 
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CHART 8.1 


INCIDENCE OF LOW INCOME 
BY SELECTED FAMILY CHARACTERISTICS 
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or disability with other factors”? The tables confirm that age and sex are 
important “handicapping” characteristics of low incomes especially among persons 
not in a family group. Among families, although only eight per cent of families had 
female heads, approximately 13 per cent of low-income families had female heads. 
Approximately 20 per cent of low-income families were headed by men aged 65 
and over so that, in total, one third of low-income families appeared to be in this 
category because of the sex or age of the family head. If the assumption is made 
that age may affect incomes even earlier than 65, for example at age 55, then for 43 
per cent of all families the sex or age of the family head is the probable explanation 
for low family income. The importance of age and sex as characteristics highly 
correlated with low incomes is even more pronounced if an income cut-off of 
$3,000, regardless of family size, is used to designate poverty; 53 per cent of all 
families below this limit were headed by women or by men aged 55 and over. Age 
and sex, in themselves, are only superficial explanations of low income. Other 
factors associated with these characteristics such as the inability to work or a low 
earning capability, especially among women, probably provide the real explana- 
tions. Previous chapters have discussed the earnings of women and Chapter Nine 
discusses the income patterns of the aged in more detail. 


The incidence of poverty follows a somewhat different pattern among families 
with male heads than among families with female heads. Among families with a 
husband or father present, the proportion of low incomes was above average when 
the head was young, especially under age 25, and declined steadily with the lowest 
incidence occurring when heads were aged 45 to 54, after which the incidence rose 
sharply. Among families headed by women, the proportion of families in 
low-income brackets was highest when women heads were under age 35 and lowest 
when they were age 55 and over. This confirms that, at certain stages of the family 
cycle, families were able to move out of low-income levels, at least for some years. 
_ Low income is more prevalent among young families because only the head might 
| have been working. As children grow older, low earnings on the part of the head 
_ might compel wives to enter the labour force and, in turn, when children are old 
enough they also leave school to help supplement family income. This is especially 
the case with large families, when the combined incomes of all working family 
_ members, for a time, appear to provide an adequate income for the family as a 
whole. However, where children enter the labour force at an early age with a 
_ limited education, and when they leave the parental home to marry and start their 
own families, the unskilled workers and the new families may in turn become part 
of the low-income population while the parents themselves may again lapse into 

poverty. 


Young women heading families usually were widowed, divorced or separated 
and usually had small children dependent upon them. Such families tended to be 


22 Dorothy S. Brady, ‘Research on the Size Distribution of Income”, p. 34. 
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supported by government social welfare assistance as most women heads of 
families were outside the labour force. Further, over half of women heads had 
only an elementary school education and since, even when fully employed, female 
earnings usually were substantially lower than male earnings, there might be little or 
no financial advantage for younger women to work. Expenditures on household 
help or on the cost of providing for the care of children may be such that there 
might be no real improvement in the income position of the family if women heads _ 
enter the labour force and attempt to support themselves from their own earnings 
rather than welfare assistance. When children grow up and begin working, the inci — 
dence of low incomes in such families declines; children, as long as they stay with 
the mother, take over the responsibility for the maintenance of family income. In 
families with women heads containing working family members, the workers are — 
usually children or other relatives rather than the family head. If all the children ) 
leave home so that the mother is left alone, the probability is very high that her | 
income will be insufficient for her needs. Years of labour force inactivity may also — 
make it difficult for her to re-enter the labour force. | 


LABOUR FORCE CHARACTERISTICS 


Approximately 55 per cent of families whose heads did not work during the — 
year had low incomes and approximately half of families whose heads had worked | 
some of the time but withdrew from the labour force at census time were in a _ 
low-income category. In contrast, only 19 per cent of families with heads currently — 
in the labour force reported low incomes. In total, some 40 per cent of these — 
families had heads who had not worked during the year or who were currently | 
not working; this ratio was higher for families headed by women where nearly three | 
quarters of all family heads had this characteristic. 


Among families whose heads worked, there was a correlation between | 
occupation and low income. Over half of the families whose heads were farm 
workers, loggers, fishermen, trappers or hunters were in a low-income category and 
40 per cent of the families of labourers had low incomes. However, although these 
families had the highest proportion of families with low incomes, they accounted 
for only one fifth of low-income families with male working heads. The largest | 
number of families, approximately one third, were those whose heads were | 
craftsmen and production workers. 

| 


Low income is also positively correlated with the education of the family head; | 
the lower the level of education, the higher the probability of low income. | 
Approximately 37 per cent of families whose heads had only an elementary school | 
education had low incomes and such families constituted 68 per cent of all 


i 

) 

low-income families. In contrast, only 11 per cent of families whose heads had four | 
| 


t 


to five years of secondary schooling had low incomes. { 
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FAMILY COMPOSITION 


An examination of family size by age of head and number of children by 
family size shows that the characteristics of low-income families of different sizes 
were dissimilar. The two-person families who were nearly 40 per cent of all 
low-income families were largely the aged; three quarters of these had family heads 


_ who were aged 55 and over. One third of families of three persons had heads under 
age 35 so. that three-person low-income families tended to be young families. Some 


60 to 70 per cent of families of four or five or more had family heads aged 25 to 
44. These were larger families where the children were still of school age and where 
the head was likely to be the only family member with an income. Families with 
three or more children under 16 had a higher incidence of low incomes than had 
families with fewer small children. Of all low-income families, approximately 


400,000 or one half of families with male heads had heads who were under age 45. 
_ These are the families who have the greatest likelihood of improving their income 


position through time. 


SOURCES OF FAMILY INCOME 


As might be inferred from the characteristics already outlined, low-income 
families were, to a very substantial extent, dependent upon government transfer 
payments of various types for their income; this was especially so for families 


_headed by women. In total, approximately 27 per cent of low-income families 


derived the greater part of their income from government sources. Low-income 
families, although they formed 25 per cent of families, received only 9.4 per cent of 
total family income. They earned only 7.5 per cent of all income from employment 
reported by families but 29 per cent of family allowances, 44 per cent of old-age 
assistance and pensions and 38 per cent of other government transfer payments, 
such as unemployment insurance and veterans’ pensions, went to this group. An 
examination of the composition of the income receipts of low-income families 
shows that 70 per cent of the total income came from earnings, 24 per cent from 
government welfare payments and six per cent from miscellaneous sources, such as 
private retirement pensions and investment income. 


In summary, at least one third of low-income families had characteristics 
suggesting that such families might have chronic low incomes and some 40 per cent 
were at a stage in the family life cycle in which they might, at least for some years, 
improve their income position. 


PERSONS NOT IN FAMILIES WITH LOW INCOMES 


Age and sex are by far the most important explanations for low incomes 


-among the population who are not members of a family group. Table 8.2 


summarizes the age and sex characteristics of these persons. Although some 53 per 
cent of all unattached individuals were women, they formed 62 per cent of the 
low-income population. Approximately half of women living alone were aged 55 
and older so that the majority would be widows with no children present. In total, 
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60 per cent of persons living alone and receiving low incomes were aged 55 and 
older; one third were over age 70. Another 16 per cent of low-income recipients 
were under age 25 so that three quarters of all persons in this category were in the 
youngest or oldest age groups. Most of those with low incomes who were under age 
25 were young girls, many of whom might have only recently completed school and 
left their parental homes. The majority of these might eventually marry. Young 
males with low incomes might also improve their income position through time as 
they gained experience in the labour force. 


TABLE 8.2 — Incidence of Low Income Among Persons Not in Families, by Sex and Age, 
Year Ended May 31, 1961 


Persons not in families Pirnaonias 


Incidence persons 
Sex and age of low 
income 
Males ot. ene of ede eter aromas 451,470 
Remialésy.tc% |. ieee eae S032 Gye 62.0 S21 
LOtals Ft ines co korencies Caras 415,548 | 955,042 iF 43.5 100.0 | 100.0 
Age — | 
Uinderi25i) 9 iaik ou pic ui arte ee 65,566 168,954 38.8 15.8 LT 
D5 34 an ae ac sots nea mena 31,084 147,049 Dis ed 15.4 : 
SS TAQ een reat te nemo omer ome 27,563 108,052 PES) 6.6 ES 
ASS5S 47 Oe. apes fr eres emotes 40,288 121,979 33.0 9:7 12.8 
S522: 5:9 ORAL Pe eae 28,716 70,009 41.0 6.9 Ue 
6064 ace BR eee 38,889 76,690 5.087 9.4 8.0 | 
65269 pices ans edb cbebots $1,289 79,991 64.1 1225 8.4 
1.0 ANGiOVELE. sagt ae: aod teo a Seu 132,153 ile 182,318 i) VOSS 31.8 | 19.1 | 
| 


SOURCE: Unpublished data from 1961 Census of Canada. 


As with low-income families, the incidence of low income among individuals | 
was much higher in rural areas than in urban centres. The majority of this group © 
had only an elementary education although the women, on average, had more 
education than the men. As might be expected from the age structure, most 
individuals were not in the labour force during the year so that this group was more 
dependent upon income from sources other than earnings than were families in 
low-income circumstances. Only 38 per cent of males and 33 per cent of females ! 
received most of their income from employment. Thus the majority of individuals | 
with low incomes who were not part of a family unit were likely to constitute a 
group with permanently depressed incomes. There was less likelihood that this | 
group would be beneficiaries of rising national incomes; rather they were primarily 
reliant upon government welfare plans for income maintenance. | 
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PERSONS NOT IN FAMILIES WITH LOW INCOMES. 


TABLE 8.A.4 — All Families and Low-Income Families, by Other Selected Characteristics,4 
Year Ended May 31, 1961 


Percentage 
Number of families of Distribution 
Selected characteristics Low low of families 
income All income |. Low All 
income 


(A/B) 


Number of Income Recipients 
Male heads — 


INO Tecipientsiwetr. ates: TET: 9,009 9,009 0.3 
BD POCHIICH DIM ci 2 atl oi anil. 465,940 1,491,409 44.6 
MTOCIDIERUS hind. Golesi AI 265,623 1,335,339 39.9 
3 or more recipients ...... 54,922 507,999 p : 15.2 

ipeeeka ied fo 235° | one Oeg 

Female heads — 

INOINECIDICNIS, fi sce isis ss 1,759 0.6 
WPOCUMONT a 6 ats !s,|s «bi x 62,438 : 30.0 
PeTCCIDICN Serta tals aie lakh 45,058 : 47.5 
3'Or more recipients, |)... . 11,301 ; PES) 

Beet ti [tangs | 2esa06 | 28 | 10 | 1000 


Number of Income Earners? 


Male heads — 


INOfeammers* =. bree ee 168,902 212,207 6.3 
BRCATNCE eM. << as Bote st dele e bs 475,782 1,747,785 S25 
DRCATNCTSE. Gis oo 5 Beebe: s. siticets 126,555 1,038,507 31.1 
3 or more earners ........ 24,255 345,257 10.3 


Female heads — 
Me NO carners iis. 625k. A 19.6 
Mutcaricr =: see tS. 43.3 
DRCATTICLS AW See aS FSG 26.8 
3 or more earners ........ 10.4 
rete fed Sen EE ce 


Major Source of Income 


Male heads — 


2,722,469 


Wages and salaries ........ 484,979 
Selfemployment ........ 72,019 
Transfer payments ........ 188,393 
Investment income........ 20,938 
PETELANCOMC <0. liza tes wo ie onde 20,156 
BROMACOINC? es acter sls 28 Ay ny '0, oe 9,009 


293,731 
210,670 
61,085 
46,772 
9,009 


ER OES. corey a toes faea This, 795,494 | 3,343,756 | 23.8 | 100.0 | 


For footnotes, see end of table. 
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81.4 
8.8 
6.3 
1.8 
1.4 
0.3 


100.0 
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TABLE 8.A.4 — All Families and Low-Income Families, by Other Selected Characteristics,* 
Year Ended May 31, 1961 — continued 


Selected characteristics 


Female heads — 
Wages and salaries 
Self employment 
Transfer payments 
Investment income 
Other income 
No income 


Cucunt mon Gy OL O 
o Le Mel eyes) kore 
io) he Mie Lelme? 9) ne" © 
os teaee e}.¢. eyes 


a (9 Tepes « te: Aone ae 


‘*) fables) 6 Leviio Ce UNeimel 451. ce! Ne: 


Education of Head 
Male heads — 
No schooling and elementary . 
Secondary 1-3 years 
Secondary 4-5 years 
Some university 
University degree 


ee je (ele 
oe 8 ee 
6: en Ore cebceumen iene 


see ee ee 


Female heads — 
No schooling and elementary 
Secondary 1-3 years 
Secondary 4-5 years 
Some university 
University degree 


o) ee kee 
oe e ee 
ele (s) fere: «6 6 6 


Wah ee eG 


‘ee ot 8) ve ere xe: 6. et “8 8 


Labour Force Participation® 
Male heads — 

In current labour force 

In non-current labour force . . 

Not in labour force 


© 6 meme. 


oe 8 oe wo ee 


In current labour force by 
occupation — 
Managerial 


Professional and technical . 


Clerical 
Sales 
Service and recreation . 


For footnotes, see end of table. 


S, Ce. ‘eve ges; 16) ce: 6) come: 


= ,0 Je etre © se. e neue 


e fe te © @ je os. 0 cPaire 


Percentage 
distribution 
O dit) eC 


Number of families aur 
Low 
income 


A) 


186,488 
125727 
60,101 
153925 

8,208 

1,159 


551,434 1,528,359 


174,212 987,805 
50,889 510,912 
BU219 130,562 


7,740 186,118 


151,964 
80,509 
40,183 

6,672 

3,880 


524,0564 | 2,871,478° 67.2 86.5 
44,480 91,552 5.7 2.8 | 

211,056 355,690 3 27.1 10.7 

779,592 | 3,318,720°| 23.5 | 100.0 | 100.0 
41,950 419,141 | 10.0 8.0 14.6 | 
11,822 255,447 4.6 23 8.9 
21,150 199,763 | 10.6 4.0 7.00 
23,656 181,541 | 13.0 4.5 6.3. 
49,937 246,281 | 20.3 9.5 8.6 
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Selected characteristics 


Transport and communica- 
tion 


Bia Ber ee be ie) tes (ese: 6 a} -o 


Loggers and related workers 
Fishermen, trappers and 
hunters 
Miners, quarrymen and 
related workers ...... 
Craftsmen, production pro- 
cess and related workers . 
Labourers 


|) el ee die (eo sw. 8) be 


Totals 


‘emale heads — 
In current labour force 
In non-current labour force . 
Not in labour force 


el aake! Jel ie ie) Ss ge! (eo | ety at Je, (6. 


In current labour force by 
occupation — 
Managerial) ..5 tes bY 
Professional and technical . . 
Clerical 
Salcseay saree 
Service and recreation . . 
Transport and communica- 
ION Wewcm th ioe a eS ee 
Craftsmen, production pro- 
cess and related workers . 
Labourers 


Seale Oe) 8) ie eae 6 


eke fe) 4 .0.. 6) iar ve 


Totals 


SB) 2) <8) Wee Le. ie os. in, 8 


4Non-farm population only. 


lata were not complete. 
lata were not complete. 
vere not complete. 


vere not complete. 


_ TABLE 8.4.4 — All Families and Low-Income Families, by Other Se 
'- Year Ended May 31, 1961 — concluded 


PERSONS NOT IN FAMILIES WITH LOW INCOMES 


Number of families ee 
ae low 
income All income 
(A/B) 


60,652 
19,228 
20,048 


255,896 
34,261 
35,351 


13,696 


20,384 


7,850 44,252 


182,939 991,291 


60,652 148,424 
10,476 39,446 
524,0569 | 2,871,478°| 18.3 
32,750f | 99,1058 | 33.0 
4,334 8,053 53.8 
8353370 | 175,822 47.4 
120,421 | 282,9808 | 42.6 
6,535 28.6 
11,865 12.0 
27,724 22.6 
8,230 39.6 
27,298 52.4 
2,348 26.0 
12,059 32.5 
1,161 41.6 
1,894 27.0 


bNumber of persons in the family with income from employment. 


CHeads in current labour force are heads in labour force on June 1, 1961. Those in non- 
current labour force were in labour force in year preceding the Census but not at census time. 
Heads not in labour force were those completely outside the labour force during the year. 


dExcludes 15,902 families of farm operators residing off-farm for whom family income 


SOURCE: Unpublished data from 1691 Census of Canada. 


lected Characteristics, 


Percentage 
distribution 
of familie 
Low 
; All 
income 
11.6 8.9 
shi 12 
3.8 2 
2.6 00.7 
TS | 1.5 
34.9 34.5 
11.6 S74 
2.0 1.4 
100.0 
DieD 35.1 
3.6 2.8 
69.2 62.1 
100.0 100.0 
Sy J) 6.6 
4.3 12.0 
19.1 28.0 
Ls) 8.3 
43.7 27.5 
1.9 2.4 
12.0 1222 
Iss 12 
1.3 1.6 
100.0 


100.0 


©Excludes 25,036 families of farm operators residing off-farm for whom family income 
fExcludes 135 families of farm operators residing off-farm for whom family income data 


&Excludes 228 families of farm operators residing off-farm for whom family income data 
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TABLE 8.A.5 — Income Composition of Incomes of Low-Income Families by Sex of Head,? 
Year Ended May 31, 1961 


Percentage 
$ of aggregate 
income received 


low-income 
families 


Income component 


Income from employment 
29:3 
44.3 
38.0 


Family allowances. .... 
Old age pensions ..... 
Other transfer payments . 
Investment income . 

Otherincome . ..4 2.5. 


eeey wa 6) a8. Siete 6.8 


@Non-farm population only. 
SOURCE: Unpublished data from 1961 Census of Canada. 


TABLE 8.A.6 — All Persons Not in Families and Low-Income Persons Not in Families, 
by Province of Residence and Size of Place of Residence,? Year Ended May 31, 1961 


Number of persons 
ow 

income All i 
A B 


Percentage ) 
distribution 
of persons 


Selected characteristics 
Low 


income 


Province of residence — 


Newfoundland 2.03). ocx 11,940 1.39 
Prince Edward Island ...... 4,205 0.4 
NovaiScotial. .to «ns eee one cae 36,913 3.9 | 
New Brunswick .........-.- 24,120 2.5 
Quebec sg osc. ceaeme ote acne 220,006 23.07] 
Ontario: de. dks SHER 366,534 38.4 
Manitobaue) hase tene enero ncn 51,810 5.5 
Saskatchewan’ fg, .0s © oe ot 49,105 5.0 
Albertaspec ee ee eee oats 74.407 

British Columbia ...... - «- 114,884 

Totals’) «2.400.002 ae 


Size of place of residence — 


Metropolitan centres ...... 206,159 555,324 
Other urban municipalities. .. . | 110,391 239,262 
30,000 - 99,999........ 30,399 74,193 
110;000'=329;999 ee 295133 64,808 
1ROO0:=7989,9991% ee eee 50,859 100,261 


EO se ck oda wren tonetoks 98,998 160,456 


4 Excludes persons resident on farms. 
b Includes Yukon Territory. ¢ 
SOURCE: Unpublished data from the 1961 Census of Canada. 
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TABLE 8.A.7 — All Persons Not in Families and Low-Income Persons Not in Families, 
by Sex and Other Selected Characteristics,* Y Year Ended May 31, 1961 


Incidence Percentage 
Number of persons distribution 
wer f 
Selected characteristics Low Ot Petsons 
income 


All 
Age of Persons 

Males — 

WU ah ee 18.3 
ts a ee 20.3 
2SC 0 Siamese ee ea 13.4 
eS PSA sie. Leer bee). 12.9 
SS) OS OMe eee ee Ree 6.8 
GORO4s ea... thle 6.7 
Got OOM Waters ohets |e 6.4 
POiANGOVET. 6 6%.) 6 15.1 

Ot aS canis Steric 100.0 
“emales — 
Winder? Sa Bees is tas 17.1 
215) 3Y. West a 55,350 11.0 
Bo 44.0.) stile fae 47,609 9.5 
US Roy ae es Se ee a 63,802 1227 
OEE OOM. ewes ctoctat.!, 39,256 7.8 
COLTS Meee i. Ket 46,345 9.2 
GSi=109 oP owes che: 34,708 50,935 10.1 
AOkand Overs... 84,378 114,017 22.6 


Major Source of Income 
Aales — 


Wages and salaries. . . 55,064 309,017 : : 68.4 
Self employment ... 5,864 24,343 : : 5.4 
Transfer payments .. 65,421 70,977 : : ite) 
Investment income . . 5,158 12,861 : x 2.8 
Other income ..... 4,695 12573 : : 2.8 


Noincome....... 21,699 21,699 4.8 


‘emales — 
Wages and salaries. . . 79,647 269,566 53.5 
Self employment .. . 6,129 15,815 Ba 
Transfer payments ..| 106,668 114,935 22.8 
Investment income . . 19,823 45,726 ook 
Other income ..... 8,772 20,922 4.2 
No income ....... 36,608 36,608 Ten 


fons ......,| aera [sas | sia | 10 | 100 


For footnote, see end of table, p. 205. 
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TABLE 8.A.7 — All Persons Not in Families and Low-Income Persons Not in Families, 
by Sex and Other Selected Characteristics,? Year Ended May 31, 1961 — continued 


Percentage 
distribution 


of persons 
Low 
income 


Selected characteristics 


Education 
Males — 
No schooling and elementary . 228,310 50.6 
Secondary 1-3 years ..... 112,262 24.9 
Secondary 4-5 years ....- 14.4 | 
Some university. .....-..- 5.0 Bi 
University degree ....... Gy | 
Totals. , 88... tee 157,901 | 451,470 rose 100.0 
Females — | 
No schooling and elementary . | 147,935 206,919 ; : 41.1 | 
Secondary 1-3 years ..... 70,010 | 148,938 29.6 7] 
Secondary 4-S years ..... 31,866 108,087 ; : DAES | 
Some university. ........- 5,538 24,039 : : 4.8 
University degree ....... 2,298 15,589 3.1 
Totals: P4050 4.0 ee 257,647 | 503,572 pooal ii 100.0 — 
Labour Force Participation” 
Males — | 
In current labour force. .... 5 319,1884 18.5 38.0 1423 
In non-current labour force . . , 16,953 45.3 4.9 3.8 
Not in labour force. ...... : 111,510 79.4 Sie 24.9 


In current labour force by 


occupation — 
Managerial... . 4.2... ‘ 20,322 : : 6.4 
Professional and technical . ‘ 35,965 8 11.3 | 
Glerical... "ee ate cee 2 30,176 : 9.5 
Salest sh ite eck cacpiates eae = 17,073 533 
Service and recreation. . . { 35,191 , 11.0 
Transport and communica- 

HOMw Ree ens 5 21,658 : : 6.8 
Farm workers. ....... ; 7,805 : ; 2.4 
Loggers and related workers ; 4,815 - : 15 
Fishermen, trappers and 

hunters wey SS BO 5 1,904 : i 0.6 
Miners, quarrymen and 

related workers ...... 44,833 k : es) 
Craftsmen, production pro- 

cess and related workers . 5 95,163 2 ; 29.8 
Labourers 44....05..6 on , 28,359 , ; 8.9 


15,924 ; 5.0m 
58,931° | 319,1884 | 18.5 | 100.0 | 100.0 | 
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Not ascertained....... 


For footnotes, see end of table. 


PERSONS NOT IN FAMILIES WITH LOW INCOMES 


TABLE 8.A.7 — All Persons Not in Families and Low-Income Persons Not in Families, 
by Sex and Other Selected Characteristics,? Year Ended May 31, 1961 — concluded 


Percentage 
distribution 
of persons 


Selected characteristics 


Females - 


- Incurrent labour force ..... 84,148° 278,979f 55.5 
In non-current labour force . . 7,612 12,967 2.6 
INotinlabourtorce’ & .4. 2.2 165,150 210,772 78.4 64.3 41.9 


Fas6.a10¢ | soa.naé | sia | 1000 | 


In labour force by 


occupation — 

Manapertal® ein) lewiay.: 2 8,375 3.0 
Professional and technical. . 53,709 19.3 
Clerical seememrye heel seks ion ch 76,080 2ie3 
SaleSeeenetemieie Veter tts eos 14,307 Bai! 
Service and recreation .... 83,985 30.1 
Transport and communica- 

tions eee kerala ictal. ars 6,247 2 
arm WOrkersis bec jeu es ou os = 376 0.1 
Craftsmen, production pro- 

cess and related workers . . 24,820 8.9 
(abpourerss.0. |) te Were. ene 1,809 
Not ascertained. ....... 9,246 


ee 


4Excludes persons resident on farms. 


bPersons in current labour are those in the labour force on June 1, 1961, those in the non- 
current labour force were those not in the labour force on June 1st but in the labour force 
during the preceding year. Those not in the labour force were persons with no labour force 
jattachment during the year. 


CExcludes 1,506 farm operators residing off-farm for whom income data are not complete. 
dExcludes 2,406 farm operators residing off-farm for whom income data are not complete. 
€Excludes 82 farm operators residing off-farm for whom income data are not complete. 
fExcludes 129 farm operators residing off-farm for whom income data are not complete. 
SOURCE: Unpublished data from 1961 Census of Canada. 
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Chapter Nine 


INCOMES OF THE OLDER 
POPULATION 


As the previous chapter indicates, age is a significant characteristic associated 
with an above-average incidence of low family or individual income. Since the aged 
form a large proportion of what might be termed the “hard core” low-income 
group and since they are usually unable to improve their economic position without 
assistance as a group, they are of special concern within society. In Canada between 
1951 and 1961, two major extensions of the social security system occurred — the 
provision of minimum incomes to the aged and hospital insurance. Since the 
introduction of universal old age pensions in 1952 to the population aged 70 and 
over, the amounts of pensions payable have been raised periodically and the age of 
eligibility has dropped. Further, a contributory pension plan has been introduced 


which through time will raise pension income substantially. Some of these 


legislative changes have occurred since the census was taken in 1961, so that 


incomes of the aged have risen more markedly than over-all incomes — thereby 
_ improving the income position of the aged relative to younger age groups. In 1967, 


for example, no pensioner would have an income of less than $1,260 in contrast to 
$660 in 1961, when the census was taken. It should be noted, then, that the 
analysis in this chapter is for a time period in which social security payments to the 


_aged were well below current levels. 


National opinions about the responsibility for the care of the aged have 


changed substantially in this century. In earlier times it was considered that the 


working population should save and provide privately for the income needs of 
retirement or that, alternately, younger members of the family, such as children, 
should take on the responsibility for the maintenance of the older population. 
Governments stepped in only as a last resort to provide assistance through means 


such as the establishment of homes for the aged. It is now accepted that the 


provision of adequate assistance to the aged is a public rather than a private 
responsibility. 
1. MEANS OF INCOME MAINTENANCE 


There is widespread opposition now (1967) to the idea that the aged should 
live with younger generations of relatives and data indicate that, through time, such 


1 This chapter is an abridgement of portions of a special study on the income position 


| of the aged prepared for the Conference on Aging sponsored by the Canadian Welfare Council 


held in January 1966. The said study, The Economic Status of the Aging, by Sylvia Ostry 


and Jenny Podoluk, is available from DBS upon request. The analyses in this chapter are 
| based mainly on unpublished data from the 1961 Census. 
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living arrangements are becoming less prevalent. 2 Surveys in other countries have 
indicated that the majority of families are not in favour of older persons living with 
their children, although at the same time it was felt that children should still 
provide financial assistance to parents. 3 There is a widespread attitude that such 
arrangements are disadvantageous to both generations. Similar inquiries in Canada 
would probably find that the same point of view is widely prevalent here. A 
consensus can probably be found that younger generations should not have to 
assume responsibility for the care and maintenance of older relatives. Although 
relatives have not abdicated responsibility for elderly family members, their 
assistance is of less importance than in earlier periods. To a considerable extent, 
such assistance takes the form of providing living accommodation and meeting 
other living expenses rather than a direct transfer of income. Further comments on ; 
this are given in the following analysis. ) 


The incomes of the aged originate from other sources as well as government 
pensions, for example, from retirement pensions paid by private pension plans, 
earnings or investments. Governments do not assume sole responsibility for the | 
provision of incomes to the older population. Individuals can attempt to maintain © 
incomes by electing to continue working as they age rather than by withdrawal | 
from the labour force, or they can attempt to accumulate assets which will yield an 
income upon retirement. In the Canadian income structure, income received from : 
employment and the size of such income are the major determinants of the shape > 
of the income distribution. This is as much the case with the population in the | 
older age groups as with the population of working age. In Canada, as elsewhere in - 
North America, inherited wealth probably accounts for only a small fraction of. 
assets owned by individuals.4 The greater part of assets is usually accumulated out | 
of earnings and it is difficult for most persons to accumulate assets that would yield | 
an income equivalent to the income received while working. Cessation of 
employment, then, usually means a drop in income and continuation of. 
employment is probably the best means of income maintenance by an individual. | 


However, the trend in Canada has been for a progressively earlier retirement; | 
where as in 1941 some 50 per cent of the male population aged 65 and over was in 
the labour force, by 1961 this ratio had dropped to one third; only a very small 
fraction of women aged 65 and over were found in the labour force in 1961.5 The 


2 For some evidence on this point, see the paper presented by the author in Proceedings 
of the Special Committee of the Senate on Aging, No. 18, Oct. 22, 1964, pp. 1264-1265.) 


3 For example, see Morgan, David, Cohen and Brazer, “The Economics of Living with | 
Relatives”, Income and Welfare in the United States, McGraw-Hill, 1962, Chapter 14, 


4 For example, a U.S. study of a sample of persons with incomes above $10,000 indicate 
that only one fifth of wealth holdings was derived from inheritances or gifts. See Morgan, 
Barlow and Brazer, “A Survey of Investment Management and Working Behavior Among 
Medd ocee Individuals”, American Economic Review Papers and Proceedings, Vol. LV, 

ae 965 | 


See author’s paper to Senate Committee on Aging, op. cit., p. 1252, and Ostry and Podoluk, 
The Economic Status of the Aging. . 
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data indicate that those who continue to work tend to be the self-employed and 
that, among the non-farm population, those who continue to work tend to be the 
| better educated. The higher the level of schooling, the later the age at which 
retirement tends to take place. Census data in 1961 indicate that, among males with 
only elementary schooling, 21 per cent of those aged 55 to 64 were not in the 
labour force and only one quarter of those aged 65 and over were working. Among 
_ those with university training, only 10 per cent of those aged 55 to 64 were not in 
_the labour force and 44 per cent of those aged 65 and over were still working. This 
means that the persons who are more likely to continue working are those who are 
self-employed and those whose training is such that they are less affected by 
unemployment and who, during their working lives, are in occupations with higher 
levels of earnings.® 


| Further, the persons over age 65 in 1961, during their prime working years 
were in the labour force in periods of abnormal economic conditions in decades 
| when earnings, whether measured in current dollars or in real terms, were much 
_ lower than those existing in the 1960s. A few statistics from earlier censuses 
_ illustrate this point. 


Canadian census statistics have collected information on wages and salaries 
_ earned by wage-earners for many decades and some tabulations on earnings by age 
are available as far back as 1931. Males aged 65 to 74 in 1961 would have been 35 
to 44 in 1931. Those in the labour force as wage-earners at that time reported 
_ average wages and salaries of $1,225. These are the earnings of those who worked; 
"many may have had no employment whatsoever during this period because of the 
high incidence of unemployment existing in 1931. Admittedly, prices were also 
much lower but if the consumer price index were adjusted for price increases these 
earnings would still be equivalent to only $2,226 in 1961 dollars. 


In 1941, data were available only for persons aged 45 to 64 who would be 65 
to 84 in 1961; average earnings of these wage-earners were $1,225 which in 1961 
dollars would equate to $2,231. Statistics are unavailable on average earnings in 
1951 but median earnings of wage-earners aged 55 to 64 were $2,244, which would 
be equivalent to $2,549 in 1961.7 In contrast, the following were average wages 
‘ and salaries reported by male wage-earners in 1961 by age group: Age 35 - 44, 
$4,366; 45 - 54, $4,274; and 55-64, $3,897. These statistics suggest that the growth 
_ in real income in Canada has been concentrated in the period since the war, too late 
to have benefited most of the population who were age 65 and over in 1961. The 
ability of these people to save for retirement during their best working years was 
obviously circumscribed by the income levels of the decades of their prime working 
"years. 


The labour force participation of males aged 65 and over has continued to decline since 
1961. 


The differences between the median and average earnings of wage-earners by age groups 
| are usually small so that the median would be reasonably indicative of average earnings. 
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In the postwar years employers have, to an increasing extent, set up pension 
plans to provide earnings-related pensions for their employees upon retirement. 
However, data from sources such as taxation statistics show that even in 1961 less 
than one third of the labour force was covered by a pension plan and that workers 
in middle and upper earning brackets were much more likely to be enrolled in 
pension plans than workers with low earnings. Because many plans were of recent 
origin in 1961 and because payments under such plans are usually tied to the 
amount earned and years of contributions, only a minority of the retired 
population in 1961 were recipients of pensions from plans established by their 
employers. 


2. INCOME SOURCES OF INDIVIDUALS 


As already noted, the family is a more appropriate statistical unit for welfare 
studies than is the individual and the emphasis in this chapter is on the 
family-income distribution. However, before analyzing family income, some aspects 
of the individual income distribution is discussed briefly. 


The census statistics show that the total population aged 65 and over on June 1, 
1961, consisted of 1,400,000 persons. Of these, 1,100,000 or 82 per cent resided in ~ 
private non-farm households. Of the remaining 18 per cent, 137,000 resided on 
farms, 59,000 in institutions such as hospitals, homes for the aged, etc., 32,000 in ) 
large lodging houses, hotels, etc., and 28,000 were not enumerated for mis- | 
cellaneous reasons. The income data discussed below apply only to the four fifths © 
of the older population resident in private non-farm households as income data | 
were not obtained from the remaining fifth. 


The income distribution by sex and age group was analyzed in Chapter Three, | 
and the discussion is not repeated here; statistics on the income distribution by age | 
were presented in Table 3.13 and major sources of income by age were summarized | 
in Table 3.14. In 1961, only 11,000 males aged 65 and over were not income — 
recipients and 78,000 females, almost entirely in the age group 65 to 69, had no- 
incomes of their own. The majority of women without incomes were married 
women who were probably supported by their husbands. | 


Table 9.1 shows the relative importance of the various income sources for the | 
older age groups. As already pointed out, the incomes of women were much lower 
than those of men; the composition of male and female incomes also differed | 
significantly. For persons aged 65 to 69, median incomes of women were less than | 
half those of males; for persons aged 70 and over average incomes of women were | 
somewhat over half and median incomes were 70 per cent of the male median. | 
Some two thirds of women income recipients had incomes below $1,000. 
Approximately one quarter of males aged 65 to 69 and 44 per cent of males aged - 
70 and over had incomes below this level. The most important explanation of 
differences in income levels are the different labour force characteristics of the two’ 
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sexes. Although labour force participation has been declining through time among 
the older male population, somewhat over half of the income of those aged 65 to 
69 still originated in earned income and, even for those aged 70 and over, nearly 
one third was earned. In total, earned income accounted for nearly half of the total 
income receipts of males aged 65 and over. Somewhat over half of males aged 65 to 
_ 69 and one quarter of those aged 70 and over had earned income. Unpublished data 
_ on incomes by finer age groups for the population aged 70 and over suggest that the 
most important reason for lower incomes among the oldest age groups as compared 
with those just under or over age 70 is the declining labour force participation with 
age, rather than higher incomes among the more recently retired. 


Most of the women in older age groups are or have been married and, as a 
result, the majority would not have been in the labour force during their married 
lives. Even if women were interested in returning to work when they were older and 
_ had fewer family responsibilities, re-entry into the labour force would be difficult; 
because of age and because of lack of training for available employment. Although 
earned income was of some significance for women aged 65 to 69, it was of minor 
importance for those aged 70 and over. The importance of earned income 
to the male population and the minor significance of such income to women 
affects the degree to which each group is likely to benefit from the national 
growth in real income. It is the working population that usually shares most 
in rising real incomes and, to the extent that the older male population works, 
_ it may improve its income position through rising earnings. On the other hand, 
because women are more dependent upon incomes that tend to be fixed, they are 
more likely to experience an increasing disparity between their incomes and the 
incomes of the younger population. However, if the trend toward earlier retirement 
of the male labour force continues, employment income will diminish further in 
importance and the difference between male and female incomes may narrow 
somewhat. 


For males, aggregate transfer payments were second in importance to earnings, 
although primarily for those aged 70 and over. Approximately nine per cent of the 
income of those aged 65 to 69 and 35 per cent of those aged 70 and over was from 
governmen: payments. Surprisingly, for those under age 70 the income received 
from government sources appeared to consist of unemployment insurance, veterans’ 
pensions and such payments rather than old age assistance. For approximately 30 
per cent of males aged 70 and over the old age pension was the sole source of 
_ income; the remainder had some income from other sources. 


Investment income ranked third in importance as a source of income for the 
male population and pensions and miscellaneous income sources, such as assistance 
from relatives, were the smallest components of the total. However, although 
retirement pensions accounted for only 12 to 13 per cent of income for males aged 
65 and over, approximately one quarter of males reported such incomes. 
Unpublished data on income sources of the aged classified by five-year age groups 
for those aged 65 and over shows that the younger the age group, the higher the 
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proportion of pensioners and the higher the average pension. The average private 
pension received by those aged 70 and over was approximately $1,100 and the 
average reported by those aged 65 to 69 was $1,500. 


Women are primarily dependent upon social security payments for their 
income; approximately one half of income reported in 1961 was received from 
government payments. Such income accounted for nearly one quarter of the 
income of those aged 65 to 69 and 60 per cent of the income of those aged 70 and 
over. Approximately 55 per cent of women aged 70 and over had only the old age 
pension’ for an income, the remainder reporting additional sources, of which 
investment income was next in importance followed by income from employment. 
As with men, incomes from other sources such as retirement pensions were the 
smallest components; however, private pensions were of less importance for women 
than for men. Approximately 14 per cent of women aged 65 to 69 and only five 
per cent of those aged 70 and over reported such income. Some of these pensions 
may be the result of previous employment of women and some may represent 
survivors’ benefits received by widows. 


In summary, in 1961, for the elderly male population, earned income and 
investment income received from the ownership of assets accounted for some 60 
per cent of all income receipts, transfer payments accounted for nearly one quarter, 
and retirement pensions and miscellaneous income receipts made up the remainder. 
However, although transfer payments were the most important income component 


for over half of the males aged 70 and over, examination of aggregate income shows | 


that the male population made a greater contribution to its total income from its — 
own resources and efforts than did various levels of government or employers | 


through pension plans. One half the income accruing to women came from | 


government payments and 40 per cent came from investment income or earnings, 


income from investments being substantially larger than earned income. Since a — 


large proportion of older women are widows the data suggest women were 


primarily dependent upon government assistance or on incomes from their | 


husbands’ estates and that only a small proportion of incomes originated from their _ 


own labour force participation. 


3. FAMILY INCOME OF THE AGED 


‘ 


In 1961, slightly over half of the population of Canada aged 65 and over | 
consisted of women. Until the late 1950s, males outnumbered females in the older — 


age groups despite the higher life expectancy of women. The higher proportion of 


males to females before this period may have been the result of immigration | 
patterns as, traditionally, males are usually a higher proportion of the immigrant — 
population and the flow of male immigrants may have maintained a balance in the | 


sex distribution. 


Between 1951 and 1961 the female population aged 65 and over increased by 


34 per cent while the increase in the male population in this age group was only 22 ° 
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per cent. Population forecasts for the remainder of the century estimate that the 
number of women in the older age groups will continue to grow more quickly than 
the number of males and that by the end of the century nearly 60 per cent of the 
older population will consist of women.® 


The implication of these demographic trends is that, increasingly, older 
women, because they outlive their husbands, are widows and are thus usually no 
longer members of a family group. In 1961, for example, the proportion of single 
males and females aged 65 and over was similar — between 10 and 11 per cent. 
However, only 20 per cent of the men were widowed or divorced and some 69 per 
cent were still married with their wives present. The reverse was true of women; 
only 41 per cent of women were still married and approximately one half were 
widowed. This means that, in total, three fifths of women in the older age groups 
were not part of what is considered a normal family group — that is, where a 
husband and wife are still together. In this age group then, women are more likely 
to be dependent upon their own income resources than are younger women and 
low incomes are much more a matter of concern than for the younger groups. 


TABLE 9.2 — Average and Median Incomes of Persons Aged 65-69 and 70 
and Over, by Sex and Marital Status, Year Ended May 31, 1961 


Per cent 
of 
total 


Average 


Income size : 
income 


Males aged 65-69 — 


Females aged 65-69 — 


DINGIC SE See 2 tec als wale ae 1,356 
IMAarTICGUas sitive fetes conte. false 644 
Widowed or divorced 


Females aged 70 and over — 


eooee ee © © © © oO oO 


SOURCE: DBS, 1961 Census of Canada, Incomes of Individuals (Cat. No. 98-501), Table A.6. 


8 The estimates cited are those prepared for the Royal Commission on Health Services. 
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For the non-farm population, Table 9.2 shows the distribution of older income 
recipients by sex and marital status along with average and median incomes. The 
majority of men, because they are married, may have to support wives and other 
relatives out of their income. However, the data indicate that married men, on the 
whole, had incomes substantially higher than those who were single or widowed. 
Among women, highest incomes occurred among the single group but these formed 
only a small proportion of the aged. Widows, who were the most important segment, 
had low incomes with the median less than $900. It is necessary to examine family | 
income data to form some impression of what the income resources of the aged 
population, especially of women, were in 1961 since many of the widowed might 
not have resided alone. 


4. INCOMES OF FAMILY UNITS 


As Chapter Ten indicates superficially, families headed by the aged showed less 
change in real income between 1951 and 1961 than families with younger heads. , 
Some of this may be the result of the use of a family concept for measuring income — 
which obscures changes that have occurred in family composition. As has been 
pointed out, “Comparisons of periods before and after the introduction of social | 
provision for the aged, unemployed, and other similar groups should show, other 
things being equal, a decrease in the inequality of incomes. This movement toward | 
equality will not appear in the income data unless the aged and the unemployed are 
recorded at both dates as separate units, wherever they live.””? | 


The family definition used in this study is a comprehensive one which treats | 
the family unit as consisting of all relatives living together as one family. The elderly, | 
who because of economic circumstances may live with relatives, tend to become 
submerged in such statistical series and only if they maintain their own home is 
their income shown separately. Census statistics for 1951 and 1961 show that the | 
trend over the decade has been for a decline in the extent of doubling-up of the 
aged and the young in the same family. The absolute number as well as the relative 
proportion of families with elderly heads who lived with relatives declined over the | 
decade so that by 1961 the number of older families living with relatives was. 
insignificant. More striking, however, was the decline in the proportion of the single 
and widowed population in the older age groups who lived, with relatives; the 
number of households consisting of one elderly person living alone rose far more. 
rapidly between 1951 and 1961 than the rise in population in this age group in 
total.1° These trends were probably a reflection of the real improvement in the, 
financial position of the aged that occurred with the introduction of universal 


y 


°* Dorothy Brady, “Research on Size Distribution of Income’’, Studies in Income ane 
Wealth, Vol. XIII. New York: National Bureau of Economic Research, LOSACeeD 12| 


°For a discussion of the population trends in the older age groups, see testimony b 


Allan LeNeveu in Proceedings of the Special Committee of the Senate on Aging, No. 24 
Nov. 5, 1964. i 
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pensions in 1952. To evaluate the real income changes of the aged between 1951 
and 1961, statistics are required on a much narrower family concept than the one 


in use. It has been suggested that a more appropriate unit of measurement would be 
the individual or the married couple and their dependent children.11 


However, a broader definition is probably a more appropriate basis tor welfare 
studies because it is a better indicator of the financial resources available to the 
individual or family. Further, the availability of family income data on both the 
official census concept of the family as well as the economic family provides, for 
1961, some data on the incomes of those individuals or families who double-up 
with other relatives so that some comparisons are possible of the income position 
of individuals and families maintaining their own homes and those who constitute 
part of the household of relatives. 


Changing the family definition has little effect on the estimated number of 
families of the aged because, as already pointed out, it is now rare for an older 
couple to live with relatives. The norm is the maintenance of an independent 
household. However, the widowed and single population is to a very considerable 
extent still dependent upon the assistance of relatives. In total, approximately 
160,000 men and 300,000 women aged 65 and over were not married at the time 
of the 1961 Census. Of these, some 60,000 males and 138,000 females lived in the 
homes of relatives. Thus, 38 per cent of men and 46 per cent of women who were 
widowed or single double-up with relatives. 


INCOMES OF THE NON-MARRIED POPULATION 


For both sexes, the incomes of the elderly who live in the homes of relatives 
are lower than the incomes of those who live independently, although the 
differences are not too substantial for males. Table 9.3 summarizes the income 
position of persons who reside with relatives. Except for men in the 65 to 69 age 
group, the majority of persons in this group had incomes of less than $1,000; the 
median income of women fell below $700. 


Unpublished data from the census show that many of the elderly shared 
accommodation with relatives in their own age brackets such as brothers and sisters 
rather than with younger relatives such as children. Approximately one quarter of 
the elderly population who moved in with relatives went to live with relatives of the 
same generation and the remainder resided in households of younger relatives. This 
appears to be more the case with women than men. Approximately three per cent 
of families with male heads aged 65 and over contained other relatives in the same 
age bracket exclusive of the head’s wife; in families headed by older women, 
approximately 12 per cent included an older relative. This suggests that many 


Mor a discussion of the problem, see Morgan et al, Income and Welfare in Ke ese 
| States, Chapter 3, New York: McGraw-Hill, 1962, and James N. Morgan, Messi e 
) Economic Status of the Aged”, International Economic Review, Vol. 6, No. 1, January 
| 1965. 
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women, if unmarried or widowed, tend to reconstitute families consisting of 
relatives who are their contemporaries. Such doubling-up may result from a need 
for companionship as well as from financial necessity. In 1961 the majority of the 
aged who did not maintain their own homes had incomes consisting basically of the — 
old age pension and little else and a large proportion were probably, as a result, 
dependent upon the assistance of relatives for living accommodation. 


TABLE 9.3 — Percentage Distribution of Incomes of Persons Aged 65-69 and 70 and Over 
Resident with Relatives, Year Ended May 31, 1961 


Aged 65-69 


Male 


Aged 70 and over 
Income group 
Female 


Nouncomek wea eae Se eee 


Under $1. 000). ax selotete eee: 70.8 | 

$1,000 — $1,499 12.0 | 
1,500 — 1,999 5.4 
2,000 — 2,499 3.5 | 
2,500 — 2,999 17 | 
3,000 — 3,499 1:2 | 
3,500 — 3,999 0.8 | 
4,000 — 4,999 1.0 | 


5,000 and over 


Totals... he) cas tt ks teen ete ete 
Average InCOMereac tc mere eae $ 1,967 1,189 
Medianiincome .s.64 a cee. $ 1,135 610 868 674 


The incomes of persons not in families who maintained their own households | 
or who lived as roomers or lodgers in households where they were not related to 
other household members are shown in Table 9.4. In the 65 to 69 age group, men | 
had substantially higher incomes than women but above the age of 70 the 
differentials narrowed. In the younger age group some of the men may have been in | 
the labour force but after 70 few would be still employed. In the older age bracket | 
over half of income recipients of both sexes had incomes below $1,000. Low | 
income then is characteristic of the income distribution of the aged who are single | 
or widowed, whether living with relatives or living alone. 


FAMILY INCOMES 


As Table 9.5 shows, the financial position of families headed by the aged in - 
1961 was, superficially at least, more adequate than that of persons not in families. | 
In the age group 65 to 69 there was little differential between average family | 
incomes with male and female heads, although median incomes were higher for’) 


| 
| 
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TABLE 9.4 — Percentage Distribution of incomes of Persons Not in Families 
Aged 65-69 and 70 and Over, Year Ended May 31, 1961 


Aged 65-69 Aged 70 and over 
"Cs 


Income group 


p p.c. 
INOHNCOMCHEENE IS Choa rare ee 6.0 0.5 
der pL 00k eee chy OME os 3753 56.7 
PSLOO0I = SIG499 i eli emilee s gosce 13.8 16.8 
PSUS” Te, See eee ee eee 8.7 9.0 
PAVOUSS DL EE ee a 6.4 5.5 
ee ee POI aca tint cob ha ss wichane o. 5.9 3.3 
POO =O MOo at eee 5.9 2.0 
B00 3, 999m es sn eee 3.8 ; : 1.4 
F000 ee 000 ei ered ee SE2 2.6 2.4 1.7 
OOO LANGIOVeT Arts lateica Md cixs conch els ie 4.3 5.2 
Sree AA SOR [1000 | 1000 | 1000” 
Ayeraserincome sre: 4 serene ce: $ 2,034 1,551 1,720 
MMEGIANyINCOMe whate.. 64, eee a bs $ 


TABLE 9.5 — Percentage Distribution of Families with Heads Aged 65-69 and 70 and Over, 
by Size of Income and Sex of Head, 
Year Ended May 31, 1961 


Head aged 65-69 Head aged 70 and over 


Income group 


Under $1,000 : 
ms 1,000 — $1,499 ........ 15.8 
met. 500 = 1,999 . 2.5.2... 13.0 
mm 2,000 2499)... bel. 8.8 

2500 St 22999) BL Le us 
MN SOD gw ts 6.7 
00 23: 999° By) 
A000 245999 PSO S, 9.7 
B00 295999 0 ee 7.0 
BOQ en, 6,999... 5. secs 2o0s- 4.9 
LOCO aa 3.6 
2000'=" 9,999 Pr, ® - d ; : 4.5 
LOLOOO.andiover® 2.0205 S. ; 8.7 6.0 6.2 
eset tenll aiheioiels "700.0 | 100.0 | 1000 | 


MAverage income ........ 3 | 4,868 | 4,708 | 4,845 | 3,982 | 4,804 
Median income ........ 3.516 | 3,894 | 3,585 | 2,618 | 3,986 
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families headed by women. For families with male heads aged 70 and over, incomes 
dropped, but there was little change in the income levels of families whose heads 
were women. 


STRUCTURE OF FAMILY INCOME 


Because the definition of the family is a comprehensive one, the addition of 
the income of relatives such as children to parental incomes may conceal low 
incomes among elderly couples or individuals. Data from the Census provide some 
indication of the extent to which children and other relatives contribute to family 
income and the proportion of families in which such relatives affect the level of 
income. The distribution of income — recipients among families with one, two or 
three recipients, by age and sex of head, is given in Table 9.6. 


TABLE 9.6 — Percentage Distribution of Income- Recipients in Families 
with Heads Aged 65-69 and 70 and Over, by Number in Family and Sex of Head, | 
Year Ended May 31, 1961 | 


Head aged 65-69 
Number of income recipients 
Male Female 


Surprisingly, as the data discussed in Chapter Eight show, families in the older 
age groups in 1961 had a lower proportion of families dependent upon one income — 
than did families in younger age groups. This perhaps resulted from the fact that 
many wives were also pensioners and if there were children still at home they were | 
grown up and working. In families with only one person in receipt of an income, — 
the recipient was usually the family head so that these families were the families | 
living entirely on the income of the head. | 


Table 9.7 summarizes the main contributors to family income in families of the | 
aged, “main contributor” indicating that the head, the wife, or unmarried children _ 
contributed at least 50 per cent of the family income. | 


The category “other” includes families where a number of relatives had 
incomes but the contributions of the heads, their wives or their unmarried children _ 
did not account for at least 50 per cent.!2 In two thirds to three quarters of | 


12 4 mong families with male heads, this category would include families where the. 
combined income of the head and wife was half or more of family income. In retrospect, 
these data should have been tabulated with husband-wife incomes combined. ‘ 
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_ families with male heads, the head or his wife accounted for more than one half of 


family income; in only one tenth of the cases unmarried children made the largest 
contribution. For families headed by women, unmarried children were the main 


contributors to family income so that the over-all family income distribution, to a 
considerable extent, was a reflection of the contribution of adult children, Because 
of the dependence of women upon the income of children, it might be more 
_ appropriate to not consider them as heads of families. Where women reside with 
) unmarried children, the convention has been followed in the Census of designating 
the woman as the family head, even if the children actually maintain the 


household.!3 Thus, one of the children may have financial responsibility for the 
household even though the mother is the titular head. 


TABLE 9.7 — Percentage Distribution of Family Income in Families 
with Heads Aged 65-69 and 70 and Over, by Major Contributor and Sex of Head, 
Year Ended May 31, 1961 


Head aged 65-69 Head aged 70 and over 


Major contributor 


INCOMES OF HEADS OF FAMILIES 


Table 9.8 presents the income distribution of male and female heads of families 


| oy the size of income received. These are the amounts of income contributed to 
- family income by family heads. When these figures are compared with the statistics 
in Table 9.7 it is evident that in 1961 women contributed much less to family 
income than did the children and relatives living with them and had low incomes in 
_ their own right; in fact, on average, they contributed less than one third of family 


income and two thirds had incomes of less than $1,000. Women, therefore, were 


highly dependent upon the assistance of their children and relatives and the 
_ breaking-up of the family group would obviously have left the majority of them 
_with very low incomes. The financial position of women who were family heads 


was thus no better than the position of women living alone. 


Male heads of families in 1961 had much higher incomes than did women 
although many were also in low-income brackets; one quarter of those aged 65 to 


a3 i i i i hildren the person mainly 
Where a married couple reside with other relatives such as c 
responsible for the maintenance of the household was designated as the head of household 


- or family. 
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TABLE 9.8 — Percentage Distribution of Heads of Families Aged 65-69 and 70 and Over, by 
Sex and by Size of Total Income, 
Year Ended May 31, 19617 


Aged 65-69 Aged 70 and over 


Bh. Benne, 16 Lee, 6 oy 6) Is 


UnderSsO0me are fit oe 


$ 500—$ 999 
1,000 — 1,499 15.0 
1,500 — 1,999 10.6 
2,000 — 2,499 7.0 
2,500 — 2,999 5.0 
3,000 — 3,999 6.7 
4,000 — 4,999 355 
5,000 — 5,999 2.0 
6,000 — 6,999 : 2 
7,000 — 9,999 0.7 1.8 
10,000 and over 1.9 


4,0 1.0 3.6 Zid 0.6 
Ba A | 100.0 | 100.0 | 1000 | 100.0 | 100.0 | 


AVerape inCOMe mae Ear ase $| 3,266 1,458 3,009 2,285 1,360 
Median income ......... $} 2,306 784 1,990 1,334 871 


69 had incomes below $1,000, and approximately 40 per cent of those aged 70 and 
over had less than $1,000. Approximately two thirds of women family heads had 
incomes below $1,000. The median and average incomes of women over age 70 
were not much lower than those of women under age 70; male heads, on the other 
hand, had much higher incomes in the age group 65 to 69 than at age 70 and 
over. For men, the average and median incomes were $3,266 and $2,306 for those 
aged 65 to 69, and $2,285 and $1,334 for those aged 70 and over. In families 
headed by men, the income of the head, on average, accounted for more than half 
of family income so that there was less disparity between the incomes of heads and 
family incomes than in families with female heads. ; 


INCOMES OF HUSBAND-WIFE FAMILIES 


The data in Table 9.9 allow some analysis of the extent to which families are 
dependent upon the income of the head or the head and wife in husband-wife 
families with husbands of age 65 and over. Husband-wife families accounted for 80 
per cent of all families with heads aged 65 to 69, and 70 per cent of all families 
with heads aged 70 and over. This table makes possible some analysis of the effect 
on the size of family income of the inclusion of the income of children and other 
relatives in families containing married couples. Of all husband-wife families with 
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heads aged 65 to 69, approximately 37 per cent were dependent upon one income, 
45 per cent had two income recipients and 18 per cent three or more. In the age 
group 70 and over, nearly one fifth of families were dependent upon one income, 


TABLE 9.9 — Percentage Distribution of Husband-Wife Families, by Number of 
Income Recipients and by Size of Total Family income, 
Year Ended May 31, 1961 


; 1 D 3 or more 
Age of head, income group, etc. Ans ae ili 
ee Aare recipient) recipients|recipients | ieee tas 


p.c. 
Head aged 65-69 

Income group — 
EAT CL) i en a 5 | 8.4 
EEO eG IPO OOM The icidls cocde wy 24 Mista: be ; : 18.0 
ee IRE RIE Be sesrets a dtisive le 6's) hate es b 15.8 
BrOOO = Be SeO OI awe: mew) oe ca ee # eo 14.0 
Sh CATO 2 0S AE) os ces a a ; BP] 11.1 
SO ROR Ne! otal det 5 diode i 9 | 8.0 
GIO GONG. 999! Fine ieels ciel wcclavsite.’s « ; . , 6.0 
CESSES Eh : : 3 4.2 
ei Seat fares Shs . eid. Gard ; . : 5.6 
OOO et 42099 LARS eb ceety shee lee la) one ‘ 3 5.6 
ete atte Vint Fah og th has a's a a) 0, : 3 ; 3.4 
MPOLAISTRD BoFceet o feu. te te clscs toh Lai ee ie ae 100.0 
OURTERLNERS "eto Sept ot ot 5 i Sa) Ane oe ne ‘ 63,553 141,803 
Be APOHN COMIC eee Ruste Petes + uevens: wes hohe 00! ah < 4,978 4,901 
AC OMI Bee tire te Ge sons she ens ns bee Sloe 3,279 

Average income per family? of — 
eel ee ee eee 3,534 3,357 
URED <a260303' ay) Sue es 7196 520 
ROnimarned ChNGTCN ees: vent os 6 6 Soe es 473 740 
‘CHR TESS OS, algae ae eee oe 174 279 
Head aged 70 and over 

Income group — | 
Urncrere Sila U0) een ae ona RR é ; Boel 6.6 
yO ites ad ee ge: dell er ae ea a ; A ; 34.0 
OOS Ne 099) 0) irae ; : : a7es 
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TABLE 9.9 — Percentage Distribution of Husband-Wife Families, by Number of 
Income Recipients and by Size of Total Family Income, 
Year Ended May 31, 1961 — concluded 


Age of head, income group, etc. 


e. eipe) @ Jel» “o [0% is SLNe .¢ Ce ie eee o Whe ‘« 


AY CLAVE IN COMIC We enusn site cf cette ee otey cueate atone 
MediansincOMme™ ne esta. er meen poise 
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8A gegregate incomes received by these categories of relatives averaged over all families. 


nearly two thirds had two family members with incomes and the remainder had 
three or more income recipients. 


In virtually all cases where families had only one income recipient, the 
recipient was the family head. These, then, were the families dependent solely upon 
the income of heads. In the families with two income receivers, for three quarters 
of those with heads aged 65 to 69 and approximately 90 per cent of those with 
heads aged 70 and over, the wife was the second person with an income. In the 
three-or-more-person category, in two thirds of families with heads aged 65 to 69 
and approximately 90 per cent of heads aged 70 and over, both husbands and wives 
had incomes. In total, in 56 per cent of husband-wife families with heads aged 65 
to 69 only the head had an income while in 44 per cent both husbands and wives 
had incomes. Where heads were age 70 and over, in 26 per cent only the head had 
an income and in the remainder both heads and wives had incomes. 


The statistics indicate that there is only a moderate variation in the average 
income of family heads when families are classified by the number of income 
recipients. For those aged 65 to 69, the average ranged from $3,209 to $3,534 and 
for those aged 70 and over the lowest average was $2,142 and the highest $2,485. 
The levels of incomes of male heads of families are thus similar regardless of the 
number of income recipients per family. Since most of the two-income-recipient 
families consist of husbands and wives with incomes, these distributions are 
indicative of the distributions of family incomes of those families where husbands 
and wives both receive incomes. On average, if the incomes of children and other 
relatives were excluded, family incomes of husband-wife families would be one fifth 
lower than the average inclusive of such incomes and the income distribution would | 
shift downward. An income distribution measured only in terms of the total | 
incomes of husbands and wives would probably show nearly 30 per cent of | 
families with heads aged 65 to 69 with incomes below $2,000 and the ratio might « 
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| 
| be close to 50 per cent for families with heads aged 70 and over. The presence of 


| children and other relatives in the household does tend to obscure the income 


_ position of elderly couples. Where married couples are concerned, the role of 
| children and other relatives is the contribution of additional income resources to 
| those possessed by the couple. Even here, then, the assistance of relatives is 
significant to the older population. The data suggest that without this assistance the 
incidence of low incomes among older married couples would be very high. For 
future research purposes, families with a mixed composition should be separated 
| from families consisting only of husbands and wives so that the effect of their 
incomes can be isolated in the statistics. 


INCOMES BY FAMILY SIZE 


Even with the addition of the incomes of relatives to those of family heads and 
their spouses, the percentage of families in low-income brackets among the aged 
was higher than among younger families in 1961. It is true, of course, that older 
families are much smaller in size so that differences in family incomes per person 
‘between the families of the elderly and younger families are not as great as the 
average income per family would suggest. The distributions of family income by 
size of family are given in Tables 9.10 and 9.11 by age of family head. 


These tables indicate that average family size in 1961 was much smaller among 
older families than among families with younger heads; approximately two thirds of 
older families consisted of only two persons while only one fifth of younger 
families were of this size and more than one third consisted of five persons or more. 
On a per-person basis, the disparity in incomes between older and younger families 
was entirely concentrated among the two-person families; among larger families 
with older heads, incomes equalled or exceeded incomes of younger families. 
However, two-person families with heads aged 65 to 69 had average incomes 
approximately three quarters of the average of younger two-person families while 
for heads aged 70 and over the average was somewhat under two thirds of the 
average reported by younger families. 


TABLE 9.10 — Average Family Income, by Family Size and by Age of Head, 
Year Ended May 31, 1961 


Head under age 65 | Head aged 65-69 


Per cent Average | Percent | average 
of of income 
families 


Head aged 70 
and over 


Family size 


Per cent 
of 
families 


Average 
income 


68.2 
24.7 


7.0 
100.0 


62.1 
28.0 
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Table 9.11 shows the relative income distribution of older families by family 
size. Among two-person families, one half of those with heads aged 65 to 69 had 
incomes below approximately $2,900, while for those with heads aged 70 and over 
the median income was just over $2,200. 


TABLE 9.11 4 Percentage Distribution of Families with Heads Aged 65-69 and 70 and Over, by 
Size of Family and by Size of Income, Year Ended May 31, 1961 


Size of family with 
head aged 70 and over 


Size of family with 
head aged 65-69 


Income group 
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1500 10999 eee catoe 
2000 = 25499 ae ee 
2500 =" 25999 Teese 
3.000. —" '3:999 Fr SES. ey. 
4,000 = 45999": og. cus spekems 
S000 5999s eee. eens 
6.000: = "'6;999 7. he ene 
71,000 — 93999 se es 
10:000landoverk oe. . 25 Sees : : ; ; 
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Average income wae 4 ee # 4,036 5,873 7,398 3,366 5,534 
Median income ......... 8 2,912 4,818 6,129 22223 4,603 


Families with heads aged 65 to 69 were five per cent of all family units but | 
seven per cent of low-income families as defined in Chapter Eight; those with heads — 
aged 70 and over were eight per cent of all families but 15 per cent of low-income — 
families. In total, families with older heads were 23 per cent of all low-income | 
families. However, by family size, older families were nearly two thirds of all | 
two-person low-income families, about one fifth of three-person families, six per | 
cent of four-person families and only three per cent of families with five or more 
persons. As might be expected, older families, then, were disproportionately — 
represented among the low-income groups. It might be argued that older families | 
had more modest requirements than younger families and could take care of their | 
minimum needs from a smaller income. However, minimum budget estimates 
prepared by the U.S. Bureau of Labor Statistics indicate that the cost of a 
minimum budget for a couple with the head aged 65 or more is not much lower | 
than the cost of a similar budget for a younger two-person family, which suggests | 
that, when family size is taken into consideration, older families need incomes’ 
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nearly as large as younger families of the same size to maintain equivalent levels of 
living.14 


FAMILY INCOME BY CHARACTERISTICS OF THE HEAD 


The previous analysis of the structure of family income led to the conclusion 
that the most important factors determining the size of family income were the size 
_of income of the family head and the Stage in the family life cycle. 


Data were not tabulated on the income distribution of heads of families by 
characteristics of the heads but only on family income by characteristics of the 
head, so that it is not possible to analyze the contribution to family income of 

heads with different characteristics as to education, labour force participation and 
so forth. However, it is to be expected that there will be a correlation between the 


example, families with working heads should have higher incomes than families 
with non-working heads. Tables 9.12 and 9.13 show family income distributions by 
labour force attachment of the family head and by education of the family head for 
families with male heads only. In Table 9.12, families are classified by whether the 
head was in the labour force — either currently or, if not currently, during the year 
— or by whether the head had no labour force affiliation whatsoever. Table 9.13 
cross-classifies family income by level of schooling of the family head. 


Statistics are not shown separately for families headed by women because there 
is much less correlation between family income and the characteristics of the head 
in these families than in families with male heads. Only a very small proportion of 
women heads aged 65 to 69 were in the labour force and there was scarcely any 
labour force participation on the part of women family heads aged 70 and over. 
Similarly, family income classified by the education of the family head showed no 
clear pattern for families headed by women. This is to be expected in view of the 
earlier conclusions that women, themselves, are not the major contributors to 
family income and that the size of income in their families is more likely to be 
determined by the earning ability of their children. 


Families whose heads were in the current labour force had the highest incomes, 
‘families whose heads were in the labour force earlier in the year ranked next, and 
families whose heads reported no labour force attachment during the year had the 
‘lowest incomes of all. For families with heads aged 65 to 69, only 13 per cent of 
‘those with heads in the current labour force had incomes below $2,000, but 43 per 
cent of those whose heads were outside the labour force completely had incomes 
below that amount. For families with heads aged 70 and over, these percentages 
were 12 per cent and 45 per cent, or very much like the ratios for the younger 
group. However, more than half of the families with heads aged 65 to 69 were in 
‘the current labour force or had worked during the year while only 20 per cent of 


14 Sc¢ U.S. Department of Labor, “Equivalent Income Scales by Family Type”, Monthly 
Labor Review, November 1960, Vol. 83, No. 11. 
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TABLE 9.12 — Percentage Distribution of Incomes of Families with Male Heads Aged 
65-69 and 70 and Over, by Labour Force Participation of Head 
and by Size of Family Income, Year Ended May 31, 1961 


Heads in labour force : 
; 4 Heads not in 
Age of head and income size 
labour force 
Current Non-current 


Head aged 65-69 
Income group— 


Winder b COO re core coe te eeu teh cnemerreace onus 
Smt O00 = $1499 ek Sees ene ewes ere ee 
LOU SORE A ae uso Goo oho Soa 
2,000 42.499 Miva eee Eee) eee 
2 S00 — 25999 deus oma 
3 OOO 3.999) a. acne) OR ie 
COO, <7 BOOT Meets 1G Guie) 6 & did BiG o cud 
5 OOO SI 99M. en et. be ee ten eee ons 
6.000526: 999M as eee este one pk ae Semone: 
T0003 49-999 meavcrs Seen) ace Nery ero 
1O!000nd,over. gy cyte eee cae en onl 
IMEI Se Re odo on dndocGsoco0OG i | 
AyerageanCome eg. s.u.us: uk aan ek Mn cl ole | 
Medianuin come css orca case seats asa smeou on cuk ean 
amilieS? oct oo tec one ote ae cas me 
Head aged 70 and over 
Income group— 
Unideri$ 1,000 Wiis? oar MT, Ae Bee ae 
$+ 1500039 1,49 Sumas ehh kd er een | 
VP SOO 0999 us lecaky oaeuee - enol 2 eRe | 
2: OOO t= > 2.499) iirc. Gan cp cep ae eee | 
D500 * 2,999, er ee ee ee 
310002 32999 Wee ORC een oe emote 
4:000 => 4999 ne, sachin Susilo e mn lt 
5; 000 = 255999 ts.) speach cee en cae 
6.000 C999 7 incrsgcd cr ace ae ee 
TO000 = "" 95999 OOM, Tere eee pene: aes cote 
10,000: and overs” 2: 555 2 areas twetee eet ere 
Totals: ......2.20. je Wels Broke te ke 
IAVELAPE INCOME wry ollie sets Seis Seen teer. me heen | 
Medrantincome ssf). setae. Dae) ee ee eee | 
Bamilics*: 2044S teh Ss Ape) ahs me 


i) 
4 Heads of families in current labour force are heads of families with a job or looking for 
work on June 1, 1961; the non-current labour force includes heads who were not in the. 
labour force on June 1, but were in the labour force during the previous twelve months. 
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amily heads aged 70 and over reported labour force participation. The pemianent 
vithdrawal of family heads from the labour force obviously results in a substantial 
lecline in the level of family income. 


TABLE 9.13—Percentage Distribution of Incomes of Families with Male Heads 
Aged 65-69 and 70 and Over, by Level of Education of Head and by Size of 
Family Income, Year Ended May 31, 1961 


Age of head and No schooling Some Univer- 

income size and BEIVED ay, 
elementary degree 

p.c. 

Head aged 65-69 
ncome Group — 

Wnder, s1O00 Reece nists et. ; : : : 2.4 
$ 1,000 — $1,499...... : i : : 1.0 
15500, = 1,999 2). 5. anaes k 8. : ‘ 1.6 
2,000— 2,499...... ; : ; : 1.9 
2500 = 23999 sha... 5 |. é : : : 23 
35000 — 35999 ious ve joes ‘ : : : 8.4 
4,000 -— 4,999...... ‘ : ; : Wee? 
SOOO = 15,999. oirewci.d . , F } 8.5 
6,000—- 6,999...... é 5 : é 7.6 
7,000 — 9,999...... ; ; : : 17.3 
10,000 and over ...... 41.8 


muetace InCOMe:. . 5... . - 11,958 
Aeutan income’... 4s. 7. 8,578 
RAT ILICS ire SATE ELLOS 5,321 
| Head aged 70 and over 
ncome Group — 
i Under $1,000 ........ 4 : : 1.6 
$ 1,000 — $1,499...... : : : 3.4 
T5001 9992 ASS ; : E 3.4 
2,000— 2,499...... ; ’ : : 3S 
ZeOO— 9 2999. 6 5 acter : , E 5.0 
B00 = 3,999... sus 9.8 
4,000- 4,999...... ‘ ; : ; 11.0 
5,000 — 5,999...... : : : : 9.1 
6,000- 6,999...... : : F : 7.6 
7,000 —— 9,999. : . ... : : é : 18.0 
10,000 andover...... ; ; : ; 27.7 
LO CaIS Sots cits coi 5s 100.0 
iverage ERCOMC SS teens: apes 
ledian income ........ 6,421 
ilies Biitnvts: ipidiigition’. 7,330 
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Data on male labour force participation by age and level of schooling indicate 
that the higher the level of schooling, the longer males continue working. For 
example, a much higher proportion of males with university education worked 
beyond the age of 65 than of males with only elementary schooling. This means 
that the higher the educational attainment of the family head the higher the 
proportion of family heads working beyond the age of 65. Further, the higher the 
level of education, the higher the amount of income earned on average. Males who 
during their working careers have been in occupations with above - average 
earnings have better opportunities to save and are more likely to qualify for 
retirement pensions as a fringe benefit of employment. It is to be expected, then, 
that when family income is examined by education of the family head, families 
whose heads have higher levels of schooling should have higher incomes than 
families whose heads are less well educated. Table 9.13, in fact, shows this pattern 
average and median family incomes rise with the level of schooling. However, it 
should be pointed out that the percentage of family heads with any university 
training is only a small fraction of all family heads, some six per cent. Education 
then influences the level of family income even in the oldest age groups. ; 


5. SOURCES AND COMPOSITION OF FAMILY INCOME 


Table 9.14 is a summary of the major sources of income of all families with 
heads aged 65 to 69 and 70 and over, and Table 9.15 shows the composition 0} 
income by family income level. The classifications used are the same as those showr 
previously for individual incomes. Where heads were still under age 70, two thirds 
of families received most of their income from employment, approximately oné 
sixth were primarily dependent upon transfer payments, and the remainder hac 
investment income and pensions as the major source. Among families with head: 
aged 70 and over, transfer payments and income from employment were equal ir 
importance; just over 40 per cent of families derived the major part of family 
income from employment and a similar proportion derived the major part fron 
government payments. The remaining families reported other sources as the larges 
components of their incomes. The surprisingly high proportion of families reportin{ 
earned income as their main source was, to a considerable extent, more attributabk 
to the fact that many families still had children at home who were working than t¢ 
the continued labour force participation of the head. Only 15‘per cent of all family 
heads aged 70 and over worked during the year. A classification of the major sourct 
of income of family heads themselves showed the following patterns: | 


Age of head 
Major source of income of family head { 
a 65-69 70 and over — 
p.c. p.c. 
iicome tromemployment 2... ties ein meee ae 46.2 16.0 
Transterspayments.,.4. >< 2 « oc eee ene enone 2261 61.6 
Investments, pensions and other income .......... 31.0 225 
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TABLE 9.14—Percentage Distribution of All Families with Heads 
Aged 65-69 and 70 and Over by Major Source of Income, 
and Average and Median Incomes by Major Source, 
Year Ended May 31, 1961 


Major Average 
source income 


Median 
income 


Head aged 65-69 


‘Income from employment ............... 4,652 
STAN SLCTEDAYINICN Stee Cae |s.ie euie> sah tee kus eenes Bes 1,464 
MUESPIDCIICCMICOMIC ty linc cts sy 6 spams de® oS 6 2,696 
hala ee teh ea ae 2,567 

Head aged 70 and over 
\Income from employment ............... 5,050 
BeeUSICh Payments. St owe tier ccs Fee ibs i! 


RU ESLMeNtInCOMmeec ac tiie: Mae al Be Ghats 


ee « « Cfege te & 6 6! 6 6 


These statistics suggest that, if family incomes had been measured without the 
ncome of children and other relatives, most heads of families aged 70 and over and 
their wives would be classified as being primarily dependent upon government 
|! sistance for income. For the population aged 70 and over in 1961, whether single, 
married or widowed, government transfer payments were of great importance in 
mcome maintenance. The families not so dependent appeared to be the families 
here heads still worked or where other family members, such as children, were in 
he labour force. 


An examination of the major source of income by income level shows that, for 
‘amilies with heads aged 65 to 69, somewhat over one half of families with incomes 
»elow $2,000 received the major part of their income from government transfer 
»ayments while the ratio was nearly one fifth for families with incomes of $2,000 
‘0 $3,000. Another one quarter of families with incomes below $3,000 had 
Xensions and investments as their major source. In the income group $3,000 to 
}4,000, three quarters of families depended upon earned income, the proportion 
ising to 85 per cent or more of families in the income group above $4,000. 


For families with heads aged 70 and over, some 90 per cent of families with 
ncomes below $2,000 were primarily dependent upon government assistance and 
talf of those with incomes of $2,000 to $3,000 were similarly dependent. 
Approximately 57 per cent of families with incomes of $3,000 to $4,000 had 
‘amed incomes as their major source as did three quarters or more of families with 
neomes above $4,000. Thus, between one quarter and one fifth of families with 
Aacomes of $2,000 to $5,000 depended upon investment income and pensions as 
heir primary income sources while above $5,000 the ratio was around 15 per cent. 
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INCOME CHARACTERISTICS 


issistance from relatives or, in exceptional cases, still worked. The elderly had the 
nost inadequate incomes of any age group and were not in a position to better 
heir position through their own efforts. Concealed poverty is probably more 
tharacteristic of this segment of families than of any other. 


6. INCOME CHARACTERISTICS OF PERSONS NOT IN FAMILIES 


An examination of persons not in families by characteristics similar to those 
liscussed in the previous section, such as labour force participation and education, 


TABLE 9.16—Percentage Distribution of Incomes of Persons Not in Families 
Aged 65-69 and 70 and Over, by Sex, by Labour Force Participation 
and by Size of Total Income, 

Year Ended May 31, 1961 


In labour force# Notin In labour force4 
labour 


Females 


Age and income group Not in 
labour 
current current 
current current 
p.c. prc; rc tC: pic: aC: 
Aged 65-69 
Income group 
Wnderpl OOO Ro... 2. 63.0 
$1,000 — $1,499 ...... 14.0 
155 00;— 15999". ws 7.4 
2000'—  2:499. 0. ws 4.4 
ZS O0F—> ¥2:999.@.\. Sashes. 292 
3,000 — 3,999 ...... 3.4 
| 4,000 -— 4,999 ...... 
S.000andiover) 2%; 
| 
Totals. ...... =»... 
Average income ........ $ 
Median income ........ $ 
MOOS yh iy aan ean ; No. 
| 


| Aged 70 and over 


Average income.......--.- $ 
Median) INCOME. .: 2. -.- >. 


Stel ole. 9: (si Oke 6 8. ome 


aSee footnote 3, Table 9.12. 
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produces similar results as for families. The incomes of labour force participants 

versus non-participants and of incomes by level of schooling shows patterns like 

those evident when family income is cross-classified by these characteristics of the 

head. Incomes were highest for those who were in the labour force either currently 

or earlier in the year, for both males and females, and the higher the education of 

the individual, the higher the income level. Approximately 44 per cent of males 

aged 65 to 69 were in the labour force at some time and the ratio was 28 per cent 

for women. However, labour force participation dropped sharply for those aged 70 

and over; only 14 per cent of males and eight per cent of females reported working. 

For this reason detailed statistics are not shown for this group. The surprisingly 

substantial proportion of women aged 65 to 69 who worked may be a reflection of 
the fact that, for all age groups, participation rates among women are higher for the 
single and widowed population than among the married category. 


TABLE 9.17—Average and Median Incomes of Persons Not in Families 
Aged 65-69 and 70 and Over, by Sex and by Level of Education, | 
Year Ended May 31, 1961 | 


nae 
$ 


Age and level of education 


Aged 65-69 — 
No schooling or elementary only 
High’school 1-34 ..... 3.si= <W)h of ct ee ee 
Highischool'4-5:.£.'s/4!5)..\sise fe ae ae Bade ; : : j | 
Some university and degree ...........-.- 


Aged 70 and over — 
No schooling or elementary only 
High school! 1-3) 6 9 3 ia @ .-2 1+ aioe ee A i ij A 
Highisthool 4-S~ sav siege eros gee ete ) 
Some university andidegree) =) .).-) = nee 


Statistics on the major source of income by sex anil age and on the 
composition -of income by income level similar to those shown previously for 
families are given in Tables 9.18 and 9.19. As with families, the lowest income 
groups were mainly transfer payment recipients; transfer payments predominated 
among incomes below $1,000 for all persons aged 65 and over, while for those aged 
70 and over transfer payments formed nearly one half or more of total income 
between $1,000 and $2,000. Higher incomes among those aged 65 to 69 were 
associated with employment. Among men, pensions and annuities were also of 
significance; among women, investment income was a substantial component of 
total income for those with incomes above $1,000. ( 


i 


234 


INCOME CHARACTERISTICS 


| Persons aged 70 and over who were not members of families were even more 
dependent upon government transfer payments than were members of families 
orimarily because they had to rely entirely upon their own financial resources. This 
segment of the aged had more acute income problems than the aged who still 
sonstituted part of a family unit. As pointed out in the chapter on low incomes, 
they constituted a very disproportionate share of the low-income group among 
ted individuals. 


TABLE 9.18—Percentage Distribution of Persons Not in Families 
Aged 65-69 and 70 and Over, by Sex and by Major Source of Income, 
and Average and Median Incomes by Major Source, 
Year Ended May 31, 1961 


: ‘ : Average i 
Sex and major source of income Major source |, S a ee 
income | income 


Males 

| Aged 65-69 — 
Income from employment : ; 2,649 
Transfer payments 668 
Investment income : 1,105 
1,391 
Income from employment : ; 3,167 
Transfer payments : 689 
Investment income : : 2,366 
2,073 

Aged 65-69 — 
Income from employment ! : 1,755 
Transfer payments ; 661 
\ Investment income : : 1,186 
1,389 

\Aged 70 and over — 

Income from employment : 2,295 
Transfer payments 658 
Investment income ; ; 2,269 
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Chapter Ten 


CHANGES IN THE INCOME 
DISTRIBUTION 1951-1961 


| Perhaps foremost among the many problems for the study of which income 
- statistics are required are the problems of real income change through time and the 
_ degree of inequality in the income distribution and its change. Many governments 
in recent decades have committed themselves to the development of economic 
| policies designed to promote real income growth and, through taxation and social 
security measures, to effect the redistribution of income. For example, when the 
_Economic Council of Canada was set up to study the problem of achieving basic 
‘economic and social goals in the Canadian economy, among the suggested goals was 
| a high rate of economic growth and an equitable distribution of rising incomes. 

| Despite the widespread interest that has existed for many decades as to trends 
in the distribution of income, a surprisingly limited amount of data exists from 
which conclusions can be drawn, even in the most developed countries. National 
Statistics, where they exist, are usually of very recent origin—developments of the 
_past decade or two. Even for the periods for which statistics have become available, 
the distributions are often of such a global nature that structural changes in the 


| income distribution are difficult to determine or examine. 


i In Canada, the official publication of aggregate annual estimates of national 
income was initiated only after the Second World War and the estimates themselves 
were prepared only for the period 1926 on. The first national statistics on the 
‘income distribution of families were obtained for 1948 as a by-product of a 
national family income and expenditure survey conducted in 1949. Prior to this, 
the only other sources of statistics were statistics on the distribution of wages and 
salaries collected on the decennial censuses of Canada and the statistics on the 
‘incomes of persons filing income tax returns obtained from the Department of 
National Revenue. The income tax statistics have been available annually since the 


early 1920s.1 


with the exception of a few years in the early 1940s when the tremendous increases 
.in the numbers of persons filing apparently made it impossible for the Department to produce 
| annual data for a period of several years. 
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In the prewar decades only a small fraction of the total income recipients 
filed tax returns while at the present time, although most workers file tax returns 
the statistics cover only a minority of the non-working population, especially those 
in older age groups. 


On each decennial census since 1901, statistics have been collected on the 
amount of wages and salaries earned by wage-earners in the year preceding the 
census date and some statistics are available from each census taken in the twentieth 
century. Comparisons through time are difficult because concepts, enumerating 
procedures and tabulating procedures changed from census to census so that few 
statistical series are consistent. 


Census statistics on wages and salaries earned are the only available Canadian 
data for the period prior to 1951 and thus the only indicators of income change in 
the first half of the century. In 1952 a series of non-farm household sample surveys 
were initiated which collected data on income from all sources for individuals and 
families on a regular basis. The 1961 Census obtained similar income data from a 
sample of one quarter of all non-farm households. Systematic analysis of income 
trends is therefore possible only for the decade preceding the 1961 Census. 


1. TRENDS IN WAGES AND SALARIES 1921-1961 


Changes in economic conditions between censuses make it difficult to draw 
conclusions as to real income change from an examination of earnings in terms of | 
current dollars, as prices have fluctuated since the First World War. For example, 
considerable inflation occurred during and after the War; price declines began in 
1921 but retail prices were still higher than in 1931. The 1931 Census was taken 
during a period of acute economic distress marked by severe unemployment and 
declining incomes. Conditions continued to deteriorate until 1933, when the 
economy began to recover. Prices also started to rise although during the year 
preceding the 1941 Census consumer prices were still lower than in the years 
immediately preceding the 1931 and 1921 Censuses. Prices continued rising almost 
without interruption until 1961 so that price levels in 1951 and 1961 were 
substantially higher than in 1941 and the prewar decades. These movements in 
prices must be taken into consideration in drawing conclusions on real income 
movements through time. 


Changing price levels mean changing purchasing power and changing red 
income even if the level expressed in current dollars does not change. A 
prerequisite, then, to comparing income distributions existing at different points of 
time when incomes may change and prices may also change is to adjust the income 
data in order to remove the effect of price movements or to express the statistics in 
terms of ‘‘constant” dollars or in real terms. 


A conversion of income data into constant dollars requires appropriate price 
indices and, ideally, price indices for the goods and services representative of the 
expenditures of the individuals or families whose incomes are being examined. Tha) 
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is, it would be desirable to have separate indices for low, middle and upper incomes, 
for rural and urban expenditure patterns and so forth. Families in low-income 
brackets, for example, allocate much higher proportions of income to the purchase 
of necessities such as food, shelter and clothing while families in upper income 
‘brackets may spend more on luxury goods, the purchase of services, health care, 
transportation and so forth. For example, since the Second World War, many of the 
commodities and services for which prices have risen most sharply are more 
significant components of middle and upper income expenditures rather than lower 
income expenditures. 


| Separate price indices are not available for families with different income 

characteristics. The only historical consumer price series is the consumer price 
index for the period 1913 to the present.” This index measures the percentage 
change through time in the cost of purchasing a constant “basket” of goods and 
services, based upon the expenditure patterns of middle-income families resident in 
larger urban centres. It is not representative, then, of the expenditure patterns of 
‘the total Canadian population. In the absence of better indices, this index is the one 
‘commonly used to convert income from current dollars to constant dollars.? 


As has been mentioned,comparisons of decennial census data on earnings are 
difficult because of the lack of consistency from census to census. The only series 
available on a reasonably comparable basis from census to census are statistics on 
"average wages and salaries reported by age and sex. Table 10.1 presents the average 
‘earings of male wage-earners by age group as reported on each census from 1921 
to 1961. These averages have been adjusted by the consumer price index to a 1961 
‘constant dollar basis. It should be noted that the statistics for 1951 are median . 
earnings reported, not average earnings. For wage-earners medians and averages 
usually do not differ greatly by age group, although the median is somewhat lower 
than the average. Use of the median for 1951, then, somewhat understates the 
extent of change between 1941 and 1951 and results in an overstatement of the 
amount of change from 1951 to 1961. 


Some tenuous impressions can be formed as to movements of earnings from 
, census to census. Average earnings when measured in current dollar terms were 
lower in both 1931 and 1941 than in 1921. The 1931 Census statistics indicate 
that, earnings, when expressed as average earnings per week worked, showed 
little change; the decline in annual earnings was a reflection of the fact that the 
average number of weeks worked during the year was lower than before the 
1921 Census, a reflection of rising unemployment. However, when the price 
level is taken into consideration, real earnings in 1921 were lower than in all 
subsequent censuses. An examination of earnings by age groups in 1931 indicates 
that only the youngest workers, those under age 25, reported real earnings lower 


2 prior to 1949 the index was known as the “cost-of-living” index. 


3 Official American income statistics on a constant-dollar basis are adjusted by the 


consumer price index for the United States. 
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than in 1921.4 However, the averages reported are average earnings of persons 
with earnings. It is possible that, because of the great extent of unemployment in 
1931, earnings average over all wage-earners might change the comparison as to the 
relative earnings in 1931 compared with 1921. Further, it is probable that by 
1933 incomes declined to a level where real incomes may have been lower than in 
1921. 


TABLE 10.1—Average Wages and Salaries of Male Wage-Earners in Current and 
1961 Constant Dol.a:s, by Age Group, Censuses 1921-1961 


1921 1931 1941 19514 1961 
Age group 


Current Dollars 


993 2,127 
1961 Constant Dollars 


19 and under? 


20 — 24 

25 — 34 

35 — 44 

45 — 54 

55 — 64 

65 and over 
Totals 


1951 statistics are medians and not averages. 
For 1921 (except where otherwise noted), 1941 and 1961 the data are for wage-earners 
15 to 19; for 1931 and 1951 the data are for those aged 16 to 19. 
© Statistics are for wage-earners aged 50 to 49, 
Statistics are for wage-earners aged 50 to 64. 
SOURCE: Reports from the various censuses. These are wages and salaries earned by 
wage-earners in the labour force. In 1951 and 1961 the statistics are for the current force. 


Lower prices and higher incomes in 1941 meant that gross earnings rose 
more when measured in real terms than when measured in terms of current 
dollar earnings which were still lower than in 1921. However, the rise in earnings 
on a disposable income basis may have been more modest. In 1931 few wage- 
earners paid income taxes but by 1941 personal tax exemptions had been lowered 
and a substantial proportion of the labour force was subject to direct taxes. 


4 postwar data on unemployment show that during periods of worsening unemployment 
the young who are new entrants into the labour force experience more unemployment than 
those who have been in the labour force for some time. The 1931 Census data on weeks of 


i 


employment suggest that there was a somewhat greater decline in average weeks worked by y 


the younger age groups than by middle-aged workers. 


242 


OCCUPATIONAL CHANGES 1921-1961 


Since the economic recovery started in the late 1930s earnings, when 
measured in current dollars, appear to have risen quite steadily despite some periods 
of recession. It is possible that, over short periods of a few years, real earnings may 
have remained unchanged as the long-run trend of prices has been upward as well. 
For example, earnings in current dollars more than doubled between 1941 and 
1951; when adjustments are made for price change the real increase was much less, 
approximately 35 per cent or so. Although the statistics must be used with caution, 
the differences between income in the 1921-1941 period and the 1941-1961 period 
are such that it must be concluded that real income rose very substantially in the 
latter period and very modestly in the former period. The decade of greatest 
improvement in incomes appears to have been that between 1951 and 1961. The 
increases in average earnings when expressed in constant dollars, were as follows: 
1921-1931, 11 p.c.; 1931-1941, 16 p.c.; 1941-1951, 34 p.c.; and 1951-1961, 44 
|p.c. 

These increases suggest that the compounded growth rate of real annual 
earnings in these decades was at a rate of one per cent per year in the first period, 
approximately 1.5 per cent in the second period, three per cent in the third decade 
and 3.5 per cent in the period 1951-1961. In the twentieth century, then, the most 
marked improvements in earnings would appear to have been concentrated in the 
‘two decades preceding the 1961 Census and that, although the latter part of the 
‘decade immediately before the 1961 Census was a period of recession, im- 
provements in incomes were still substantial. 

The comments on changes in earnings should perhaps be qualified by noting 
that as incomes have risen over these periods not all age cohorts have benefited 
equally. In the intercensal decades, as might be expected, the greatest increases 
occurred in the incomes of the younger age cohorts. Between 1951 and 1961, for 
example, workers aged 25 to 34 in 1951 who were 35 to 44 in 1961 had real 
earnings some 60 per cent higher than in 1951. On the other hand, those aged 55 to 
64 in 1951 and aged 65 and over in 1961 had earnings only six per cent higher in 
real terms. Among those younger age groups, two factors are operative in raising 
earnings — the upward trend in over-all rising real incomes, reflecting productivity 
‘increases generally, and the upward trend in eamings associated with the 
-age-earnings cycle which is evident when cross-sectional data are examined 
_ (discussed in Chapter Four). Over-all improvements in incomes in the country 
‘benefit older age groups as well but usually only to the extent that they 
| compensate for declines in income which tend to set in as workers age. The net 
effect is to keep real income unchanged or to raise it moderately, relative to the 
| income received at a younger age and an earlier time period. 


OCCUPATIONAL CHANGES 1921-1961 


The more rapid growth in incomes among the younger age cohorts may also 


reflect greater productivity among the younger age groups in recent decades than 
among their older contemporaries. The characteristics of the labour force in 1961 
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were strikingly different from the labour force in 1921 and the greatest changes in 
its structure appear to have occurred between 1941 and 1961. Table 10.2 shows the 
occupational composition of the male labour force in 1921, 1941 and 1961. 


TABLE 10.2—Percentage Distribution of the Male Labour Force, by Occupation Division, 
1921, 1941 and 1961 ) 


Occupation division 1921 1941 1961 | 
| 


pcs p.c. 
White-collar workers ........2.-.00000 20.5 30.6 
Proprietary and managerial........... - 6.2 9.6 | 
Professional s)-.ets Pseeateter ee ee et ee 4.5 Cel) 
Gleri¢ali .t.2):.: cack: Sut, 0 Rede ee ee : 4.5 6.7 | 
Commercial and financial. ........... : a2 6.6 
Blue-collar workers. .3-y..0.2 -Weucoueucd cn cncuca em 2 29.6 32.4 
Manufacturing and mechanical 16.2 18.4 
Construction’ Wy. sh.o oe cos «se ere one . 5.8 ek 
Labourets:.0 3 28o2s iene te tetedetetimets tonemells A 7.6 6.9 
Transportation and communication.......... 4 ES 9-7 
SELVICE yrs sc» in taie we eueceneyene snout emer ety. 4.6 8.5 
PLiIMAL Yes) seis Ss Nolo ode Meena LU eee: Saree 37.5 16.0 
Agriculturall, <A. ke Reeds. Meteo sn. eis 4 315 1222 
Fishing, hunting and trapping.......... ‘ 1.5 0.8 
LOgRIN Ba ck veh opel of Meh hetgh ehh ogo Sheet oe 4 233 it 
Mining: andiquatryingesr sre <1.) oy omer esters 5 2a 1.4 
Not'stated ey: SE ea, SHR Ail a nee cee f 0.3 2.6 
Totals:2 25). eae A Ee Bh R 100.0 100.0 


SOURCE: 1961 Census of Canada, Occupation and Industry Trends Bull. No. 94-551. 


The successive generations of new entrants into the labour force are more. 
likely to go into the expanding fields of employment and to enter the labour force 
with a higher education than older workers. For example, the average years of 
schooling reported by the male labour force was 7.5 in 1921, 8.5 in 1941 and 9.4 in 
1961.° Thus, another explanation for the more rapid increases in earnings for the) 
younger age cohorts may be the occupational and educational characteristics of 
younger workers as contrasted with older workers. ! 


As Table 10.2 indicates, the occupational characteristics have changiil 
markedly between 1921 and 1961, the greatest change occurring during the second, 
half of the period. Employment in agriculture declined from 38 per cent to 12 per, 
cent of the labour force and primary occupations in total absorbed only 16 per cent 
of the labour force in 1961 compared to 42 per cent in 1921. Labourers 
constituted 11 per cent of the labour force in 1921 and only seven per cent in 


*These estimates were made by Gordon Bertram in The Contribution of Equcta 
to Economic Growth, Economic Council of Canada, Staff Study No. 12, June 1966. 
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1961. As the discussion in Chapter Four indicates, labourers and workers in primary 
occupations are in occupations with low levels of earnings. In 1921 such 
occupations accounted for somewhat over one half of all employment while in 
1961 their ratio was somewhat under one quarter. In 1921, professional, technical 
_and commercial occupations, which include the occupations with highest earnings, 
absorbed 16 per cent of the labour force while in 1961 the corresponding percent- 
age was 24. Occupations of declining relative importance are more likely to be 


composed of older workers than occupations providing growing employment 
opportunities. 


The statistics cited above on earnings were for the male labour force. Prior to 
1951 little data exist that would allow some examination of the family income 
distribution rather than the individual income distribution. On two censuses, those 
of 1931 and 1961, statistics are available on total wages and salaries earned by all 
‘members of wage-earning families. However, the family concept differs on the two 
censuses so that the statistics are not strictly comparable. In 1931, average earnings 
of male heads of families were $1,185 and of the family as a whole $1,366. This 
would equate to $2,108 and $2,430, respectively, in terms of 1961 prices. In the 
1961 Census male wage-earner heads reported earnings of $4,133 and family 
earnings were $4,906. Earned family income, then, in 1961 was double the 1931 
income level. If the family unit had been defined comparably, the increase shown 
would be somewhat greater than the figures cited. The increase in real earnings per 
family between 1931 and 1961 appears to be lower than the increases shown in 
Table 10.1 for average earnings per male wage-earner. 


| It is probable that the over-all increase in total family income from all sources 
for wage-earning families was greater than the increase in earnings as such. Certain 
types of social security payments, such as family allowances and unemployment 
insurance payments, were initiated only in the 1940s so that earnings probably 
‘constituted a higher proportion of total family income in 1931 than in 1961. The 
Statistics suggest that there may have been little change between 1931 and 1961 in 
the extent to which families were dependent upon the head’s income. In 1931, only 
four per cent of wage-earning families had working wives, while over half had 
children in the labour force. Children, at that time, left school at a younger age and 
married later. As Chapter Six shows, in 1961, wives in many families had become 
workers and were important contributors and, for reasons already discussed, 
children were much less likely to supplement parental incomes. 


The tentative conclusions that can be drawn about income trends from the 
‘end of the First World War to 1961 would seem to be the following: real incomes 
"probably rose during the 1920s, declined from 1929 to 1933 to the point where 
they were at 1921 or even lower levels, started rising again and continued to rise 
fairly consistently to the present. Real incomes, whether on an individual basis or a 
family basis, appear to have at least doubled between 1931 and 1961. These 
comparisons are gross incomes or before-tax incomes; on a disposable-income basis 
‘the change would be considerably less as taxes had a much greater impact in 1961 
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than in 1931. Higher levels of taxation would be partially compensated by the fact 
that taxes are used to make available better services and facilities to the population 
as, for example, roads, hospitals, schools and so forth. These are important 
elements in the level of living of the population but their value is not susceptible to 
statistical measurement. 


2. FAMILY INCOME TRENDS 1951-1961 


REAL INCOME CHANGE 
The first survey designed primarily to collect income data was conducted by 


DBS in 1952 to secure income statistics for the year 1951. On this survey, income | 


data were collected from a relatively small sample of approximately 5,500 families. 
After 1951 further surveys were conducted periodically with improved samples and 
questionnaires. A description of these surveys may be found in the Appendix along 
with some comments on the quality of the data and their comparability with the 
income statistics collected on the 1961 Census. 


The data from these surveys are the only consistent sources of data available 
over a period of time on trends in the Canadian income distribution. However, 


comparisons of changes in the incomes of families with different characteristics are 


complicated by the problem already discussed — differences in price levels. To 


convert the statistics to a basis consistent with 1961, data collected for selected | 
years between 1951 and 1961 were retabulated on two different bases: income | 
distributions in 1961 constant dollars using the consumer price index as a deflator, _ 


and the characteristics of families within quintiles for each of the selected years® 


Although for the years selected income statistics were available for individuals as | 
well as family units, the analysis was confined to the income distribution of family _ 
units.7 The years selected for comparison were 1951, 1954, 1957, 1959 and 1961. : 


It should be noted that, except where stated otherwise, the data discussed in the 
remainder of this chapter and in the next chapter are derived from the weighted 
sample survey estimates with no further adjustments. Published official estimates of 
the number and distribution of incomes of all family units usually incorporate 
adjustments from taxation data for undercoverage of the upper income groups.® 
Cross-sectional statistics in the reports are usually based upon unadjusted survey 
data. 


Table 10.3 shows the income distribution of unattached individuals (persons 
not in families), families and family units in total, by size of income in 1961 
constant dollars. 


6 F ane 
Changes in the quintile structure are discussed in Chapter Eleven. 


Family units include unattached individuals or persons not in families as well as 


families of two or more persons. 


8 the effect of the tax adjustments is discussed in Appendix C. 
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| TABLE 10.3 — Percentage Distribution of Incomes of Unattached Individuals 
and Families in 1961 Constant Dollars, Selected Years 1951-1 961 


ee ee ee eee 
Income group 1951 1954 1957 1959 19614 


‘Unattached individuals — p.c. 

Wider st OOOmrrret es sk ree eo 36.5 

Sr OOW ito Sie asus va 24, chen) 0) 20.7 
PRU UES 925 IL ah? a a 15.3 
BiOOG e5 S999 Mak. sist cts w mes § 12.6 
BOO OFF 99 ons. Apjsi Melia BP dE ious ss : 8.1 
See RCE 2.6 3.4 
(SACOG) Se CIE aie ae 17. 1.9 
MOO GO S9O TT titers ss yas ileal 
MOSOOOanGtOvere css’ asisn ase Kelsi & 0.6 


Toray Meee et FO, | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 
Averaredncomey, (2) iui ch. 3. 5 ha ae Boy | 1,834 1,907 1,997 | 2,123 
IMEGian ANCOME mile ies sg aw Se Sti ee3 26 1,502 1,511 1,557 LS 


Families — 


0.8 
0.2 0.4 


RINGCIAOH OOO sme file ics 6 us ss 3.3 
SOOO Si 999M i. a wees 7.9 
DAD OOF a2 999 SE See 10.8 
3000 932999 ed Ses ichices wy 3's o 13.7 
AKOO0 m4 999 eae se abled se uots 16.6 
SOOKE. Sie a eis eae snes 15.0 
(3y.( OL Of) ——set( sy. Bo 5? aca te ar RR RR 11.3 
ROO eo. 999) Fores ee tele 14.9 
NOLMOOOandioverns cee Bas gk bok : 6.5 
movlsmeimer hosel). fcc. | 100.0 | 100.0 | 100.0 
PAV ELAS CIN COME) ole) icv =) ¢ <0 2 0s $ 5072.40 Saag 
Medianiin COMO mn nesicAs isntas +) ie.s $ 4,533 | 4,866 
Families and unattached individuals — 
memrnderipls000. 6c 5 eo st ee es 10.1 10.1 
OreLOOOT tS 99 9F i te oe ny) 10.5 
POO P2999 katy & cIM ea Me 12.4 11.7 
2000) SSE Le eee ee 15.7 E35 
AI OOO a4 900 oe ircwsh af enay «se 16.0 14.9 
SOOKE S99 Dk Se eame leis. ss Voce a = : 11.9 12.7 
CrOOOT =e OL999 Ere etek a ate : 6.9 ne 9.3 
PROOO 9999 AMS 2 SARI os : 7.4 9.9 10.6 12.1 
LOWOOOlAnd iovertWARORR Swi ee: ; 3.5 4.3 5.3 


4.5 
Matalin Sit abil wai Wot ti.58 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


Average income ........-..-- $ | 3,526 | 4,045 | 4,309 4,447 | 4,665 
Median income ieueceeasw: bosch 1s $ | 3,095 S573 3,814 4,006 | 4,282 


"Income for the 1961 calendar year as reported in the 1962 Survey of Consumer Finances. 
SOURCE: Unpublished data from Surveys of Consumer Finances. 
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On a current dollar basis, average family incomes rose by some 50 per cent 
and those of unattached individuals by some 55 per cent. When the data are 
converted to a constant dollar basis the real income increases, on the average, are 32 
per cent for families and 37 per cent for unattached individuals. 


CHART 10.1 


PERCENTAGE DISTRIBUTION OF FAMILIES BY SIZE OF INCOME 
FOR 195! AND 1961 IN 1961 CONSTANT DOLLARS 


PER CENT 1961 PER CENT 
20 20 


Y ! 


AND OVER 


Source: Table 10.3 DOLLARS 


It is evident from Table 10.3 and other tables in this chapter that the 
increases in real incomes were pervasive and that nearly all age and income groups | 
experienced improvements in income position. Currently to delineate poverty, one” | 
arbitrary yardstick used is a family income of $3,000. It is interesting to note that if 
the figure of a family income of $3,000 expressed in 1961 dollars were used as a 
standard of poverty for 1951 as well as 1961, nearly two fifths of all non-farm 
families had incomes below this level in 1951. In 1961 this proportion was reduced 
to one fifth, representing a very substantial decline in the incidence of low family | 
income over a period of eleven years. Improvements in incomes have continued | 
since 1961 and it is probable that, currently, the proportion of families with | 
incomes below $3,000 in 1961 constant dollars is now less than the proportion in| 
1961. | 


It has been suggested that a middle-class level of living requires a family 
income of $7,000 to $8,000 or more. In 1951 less than one tenth of families had 
incomes of approximately $7,000 or more in terms of 1961 purchasing power while 
in 1961 more than one fifth of families attained these income levels. 
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| No indices exist that measure the effect of these improvements in the income 
distribution upon the level of living of Canadian families so that evidence of the 
impact of higher incomes upon the well-being of families must be sought in 
‘different areas. Even without statistics, casual comparisons of the Canada of 1961 
‘and the Canada of 1951 must lead to the conclusion that in 1961 the Canadian 
)society was a more affluent one. Statistics, however, provide some tangible proof of 
‘the changes that occurred. A male child born in 1951 had, at birth, an average life 
expectancy of 66.3 years and the life expectancy of a female child was 70.8 years. 
A boy bom in 1961 could look forward to living 68.4 years and for girls the 
expectancy had risen to 74.2. Improvements in life expectancy can be taken as 
indicators of improvements in health services so that rising levels of living meant 
better health care in 1961 than in 1951. In the discussion of private returns to 
education (Chapter Five), statistics have been cited on the rise in school attendance 
‘of the male population aged 10 to 24. Some of the growth in income, then, has 
‘been allocated to providing children with better education than that of their 
parents. 


A substantial proportion of the rising incomes of the 1950s went into 
improving the quality of the housing accommodation of families and into large 
investments in consumer durables such as automobiles, refrigerators and television 
sets. Statistics on housing characteristics and the ownership of consumer durables 
show striking changes between 1951 and 1961. No data exist on the age of homes 
‘from the 1951 Census but the 1961 Census indicates that 44 per cent of the homes 
occupied at the time of the Census were of postwar construction and were built 
between 1946 and 1961. In 1951, 13 per cent of all homes required major repairs, a 
ratio that dropped to six per cent in 1961. A comparison is made in Table 10.4 of 
changes in selected household facilities between 1951 and 1961. 


TABLE 10.4 — Percentage of Houses with Selected Household Facilities, 1951 and 1961 


Facility 1961 

pec: 

MT HACC ME MEDAN Che ys oasis Ho obs. ee ee 67.5 
fot and cold running water... ...-...--+ sees 80.1 
menervateronly OF fies), Sey JOG felis oie ie eS 9.0 
REIS WAC cht, on beaks corensasdm <es\e errant ee 10.9 
| No bathtub or shower .. 2... 6-0 errr tees 8.8 
HSCEI pe, cn eM) 
| 68.4 


STOO eta te ees ees locigs. 33) 6 eee es ee 


SOURCE: Census of Housing 1951 and 1961. 


Although in 1951 a substantial proportion of homes were without electricity, 
| by 1961 most homes were electrified. By 1961, as well, over 80 per cent of 
households owned television sets and had telephone service as contrasted with 60 
per cent in 1951, and the ownership of other durables such as automatic 
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dishwashers, clothes dryers and so forth was growing rapidly. The living 
circumstances of Canadian families in 1961 were much more comfortable than ten — 
years previously and many commodities which ten or fiften years earlier might have | 
been considered to be luxuries were normal components of the level of living of the © 
majority of Canadian families. | 


CHANGES IN COMPOSITION OF INCOME | 


The shift upward in the income distribution was accompanied by changes in 
the composition of income and in the characteristics of families at the various 
income levels. Table 10.5 shows the composition or sources of income by income | 
level for the years 1951 and 1961, again in 1961 dollars. The various sources of | 
income as a percentage of total income changed little between 1951 and 1961. 
Earned income and investment income declined slightly in importance as a | 
percentage of total income while transfer payments and miscellaneous sources such | 
as retirement pensions rose in importance. The increased proportion of transfer | 
payments was probably largely attributable to the introduction of universal old age | 


pension payments in 1952 to the population aged 70 and over. | 
Although little change occurred in the over-all income composition, changes | 


in the composition of income at different income levels were significant, especially | 
in the lowest and highest income groups. For example, in 1951 the groups of | 
families with incomes below $3,000 in 1961 dollars obviously contained a sub- | 
stantial proportion of families whose members worked. Although earned income | 
constituted less than half of total income below $1,000, it accounted for nearly 90 
per cent of all income between $2,000 and $3,000. Families with incomes below | 
$1,000 were families dependent primarily upon transfer payments, pensions or | 
investments. In contrast, in 1961, earned income accounted for less than half of 
family income below $2,000 and even between $2,000 and $3,000 earned income | 
had declined to 70 per cent of the total. Families whose incomes were below. 
$2,000 were primarily families dependent upon government social security and | 
welfare payments. Thus, in 1951 real incomes of less than $3,000 were usually — 
those of working families while by 1961 this group of families tended to be 
primarily families whose members were outside the labour force. | 

In the upper income bracket, family incomes of $10,000 or more, wages and. 
salaries accounted for a larger proportion and net income from self-employment 
and investment income for a smaller proportion of aggregate family income in 1961. 
than in 1951. The proportion originating in wages and salaries rose from somewhat | 
over half to two thirds and that originating in net income from self-employment 
declined from 30 per cent to 22 per cent. Investment income dropped from 16 per | 
cent to nine per cent. In 1951, a substantial segment of families in this upper income 
bracket were families whose income came from investments or families of 
self-employed professionals or business proprietors. In 1961 the majority of 
families in this higher bracket were clearly families whose income came from wages 
or salaries — families whose heads were probably salaried professionals, ini 
managerial occupations, or in other skilled occupations. 
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TABLE 10.5—Composition of Income by Income Level in 1961 Constant Dollars, 
1951 and 1961 


Income group 
(1961 constant dollars) 


1951 


Families— 
Binder STOOP Se) sho, Meme. 6. b8. eo are 
OOO S998 1 yeite.'s, si Bsks, «4 
POOO = 279991 eae. os eercbrea cre 
SOOO S999 ile ibis. oes Mab os oe 
SOOO A999 ake, elcgs oo Bey ol ove 
OOO my OO ee ies. ey elie ace 
OOO RG Goa sits oes Tos 
TAM ee SUC Se Sareea 


URGE ay ele ya eg 


Families and 
unattached individuals— 


Beer DROW ici ic Shc 0 'e af ates 
(5 USS 9 IS 2 a er 
CELLET | 0982)! EAS a ne 
SOE TIO. 4b as oso Ves @ 
A UES ee a rt 
SOOO 99M ah con sasuads ote te, s 
EUCLA.) | rr 
UEOO OK SROOO PRs ac sso eles 
HO COOmndover tO, S1i1. SR 


1961 


| Families— 
BOCES 1 DOO MMS dam ukls «diet > & : 62.4 
$ 1,000 — $1,999 ..... : 50.2 
2,000 — 2,999 . 22.7 
SOOO FS DOO aT, co cks coke ii .cBio..s: 10 . Hl 
A OOOK °4.9998 27, Bek. se ishs (sf 4 ; 6.4 
SOOORS 5999) lo hele ole Syeile o/s z ‘ 4.8 
Ret ODO Te 5) ys “oh orto 8 - | 4.2 
7,000 — 9,999 . 3.3 
10,000 and over... . 17 
OLAISMecr ree er. cue weehe etc st tui. : 6.6 
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TABLE 10.5 — Composition of Income by Income Level in 1961 Constant Dollars, 
1951 and 1961 — concluded 


Income group 
(1961 constant dollars) 


Families and 


unattached individuals— 
Wndereol-OOOF we: r<ccyc.eucemeeen sek 
SrEOOO R= $1,999" ve reke ete vlvsbete. 
22000)— 2'999" tus ouensicas sumone 
3/000 931999". wae ese sue eters 
4,000 — 4,999 ....... 3 
SOOO S999 Fe are seeters SAD 
G:000)=+ 6,999 25% S.ther. eee eek es 
7,000 — 9,999 .. $ c 
TOLOOOANG:OVer?.. -denctces scmste te cons 


Totals... 


SOURCE: Unpublished data from the Surveys of Consumer Finances. 


TABLE 10.6 — Percentage Distribution of Incomes of Families by Major Source of 
Income and by Size of Income in 1961 Constant Dollars, 1951 and 1961 


Income group 


Under $1,000 
$ 1,000 — 1,999 
2,000 — 2,999 
3,000 — 3,999 
4,000 — 4,999 
5,000 — 5,999 
6,000 — 6,999 
7,000 — 9,999 
10,000 and over 


Scie. 00.0 he 16 els elle! fel Gola eels 
«o> et G8) 8 fae, a) 6) 8 ne) res 
e160) (6 te) a eee, Soe ia Tous! 
ai a ey Ge eee, 6) ote) eels eee 
aire: 6.08) (S016) oLne: eno.) Se een 
rey Cr OM RY ce Ome 
>i, “© (6) © ‘eae! & le) eeu eho)» 
Babe JO (es BY Orne. i Ie NST sede uel Ie 


ae) 6 @ 8 eC 6 (0) 6's 6716's Te 
SP oe SSIS Ee 6) 8 6s 6 ee) eee Nolte 


Average income 
Median income 


Wages 
and 
salaries 


1951 


Net 
unin- 
corpor- 
ated 


9.0 
100.0 


4,892 
S,015 


1961 


Other 

ated |income 
p.c. p.c. p.c. p.c. 
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SOURCE: Unpublished data from Surveys of Consumer Finances. 
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FAMILY INCOMES BY MAJOR SOURCE 


TABLE 10.7 — Percentage Distribution of Families by Employment Status of Head and by 


| 1961 
oe 
e grou Not in 2 : 
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B00 Oe 559 9S ach othe sped ase hisyits Sess fash 11.9 14.3 1327, 

os CLUS Bs as Te 8.9 | 19.1 12.7 Dak 
EES I Glicels hc, ¢ 6 as st 6 4.8 | 17.4 12.8 5.4 
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MicdiansinCOme mend iitic ss ech sc $ 13,756 |3,425 | 1,903 | $5,156 | 5,132 |2,290 


4Not available. 
SOURCE: Unpublished data from Surveys of Consumer Finances. 


FAMILY INCOMES BY MAJOR SOURCE AND BY 
EMPLOYMENT STATUS OF HEAD 


As Tables 10.6 and 10.7 show, a classification of families by either the major 
source of the family income or by the employment status of the head suggests that 
‘relatively the greatest decline in the proportion of low-income families occurred 
‘among families whose major source of income was wages and salaries or whose 
heads were employees. Such families also reported the greatest increase in the 
proportion of families with incomes above $10,000. This is consistent with the 
observations of the previous section that in 1961 wages and salaries were a more 
significant component of real incomes of $10,000 or more than in 1951. In 1951 a 
constant dollar family income of $2,000 was the approximate demarcation line of 
the bottom quintile of families while in 1961 approximately $7,000 separated off 
the top quintile. The proportion of wage-earning families with real incomes below 
$2,000 was more than halved between 1951 and 1961, dropping from 11 per cent 
to five per cent. Among the self-employed, the relative decline in the incidence of 
low incomes was somewhat less but even here it dropped by nearly half. Families 
dependent upon fixed incomes from sources such as pensions and transfer 
payments had a very high proportion with low incomes in both periods. 


Only modest declines occurred in the incidence of low incomes among 
families dependent upon income from sources other than earnings or among 
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families whose heads were not in the labour force. For the latter, the proportion 
with incomes below $2,000 was somewhat over half in 1951 and was still over 40 
per cent in 1961. However, in many of these families, although the head was not in 
the labour force, other family members might be employed so that most of the 
family income might still originate in earnings. If families are classified by main 
source of income rather than labour force attachment of the head, over 80 per cent 
of families whose income came primarily from investments, pensions and transfer 
payments had real incomes below $2,000 in 1951; this proportion dropped only to 
approximately 60 per cent in 1961. 


The statistics suggest that the disparity between the incomes of families who 
were dependent upon sources other than earnings and the incomes of families who 
depended upon earnings widened over the period. As previously pointed out, few 
families in Canada derive most of their income from investments; the majority of 
families not dependent upon earned income tend to be dependent upon 
government assistance and government transfer payments of various types. Where, - 
in 1951, approximately 42 per cent of families with constant dollar incomes below — 
$2,000 were families whose income primarily came from sources other than 
earnings, by 1961 this had risen to 55 per cent. ) 


TABLE 10.8 Percentage Distribution of Family Income in 1961 Constant Dollars, by Sex 
of Family Head, 1951 and 1961 
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Income group 
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head 
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Sal 
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SOURCE: Unpublished data from Surveys of Consumer Finances. 


FAMILY INCOME BY SEX OF FAMILY HEAD 
The previous discussion on the characteristics of low-income families noted’ 
the significance of age and sex as characteristics associated with the incidence of 


¥ 
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low income in 1961 when approximately one half of low-income families had 


female heads or male heads in the older age groups. Table 10.8 suggests that 
families headed by women also showed less improvement in real incomes between 
1951 and 1961 than families with male heads. 


In 1951 approximately one fifth of families with real incomes of less than 


$2,000 had female heads while by 1961 this ratio was one quarter. The decline in 


the proportion of verylow income families headed by women was from 45 per 
cent to 33 per cent while the proportion of low-income families with male heads 


_was almost halved. The effect of an undoubling of family members to create new 


family units, especially among the aged, has already been discussed. It is possible, 


then, that the persistence of low income among families such as the aged and 
_ broken families is a reflection of the increased likelihood of such families living 
-alone rather than with other relatives. Without further evidence, it cannot be 


assumed that the share of aggregate income of. such persons or families has declined 


but rather that their living circumstances have changed. The effect of undoubling 


seems to have been to widen income differentials between families maintaining 
their own homes and depending upon working members for income, and families 


maintaining a separate residence and depending upon other sources of income. 


INCOME CHANGES BY AGE OF HEAD 


Table 10.9 shows the real income distribution of family incomes by age of 
family head for selected years. The incomes of all age groups were higher in 1961 


than in 1951 but it is evident from the table that the most substantial 
improvements in real incomes occurred between 1951 and 1957; the change in 
_ incomes by age group between 1957 and 1961 was erratic with the youngest and 


oldest age groups showing little change in average incomes during these four years. 


This slowing down of income growth was undoubtedly a reflection of the 


downturn in economic activity which began in 1957. The year 1951, when the first 


survey was taken, was a period of exceedingly low unemployment; over the year 
the average rate of unemployment was only 2.4 per cent of the labour force. The 
years 1952 and 1953 were also periods of full employment and in 1954, although 
the extent of unemployment was rising, it was still only 4.6 per cent of the labour 
force. This dropped to an average annual rate of 3.4 per cent in 1956 and rose again 
to 4.6 per cent in 1957. The period 1957 to 1961 was marked by unemployment 
rates that were high relative to those between the end of the War and 1957. In the 
years 1958, 1960 and 1961, the unemployment rate averaged approximately seven 
per cent over the year and in 1959 the rate was six per cent. In periods of substantial 
unemployment, it is the youngest and the oldest workers who tend to be most 
affected by unemployment and whose unemployment rates are highest. The young 
have difficulty in entering the labour force upon completion of schooling and in the 
case of older workers, although unemployment rates are much lower than those of 
the young, when unemployment occurs it is more likely to be of long duration. The 


_ groups between ages 25 and 44 are those upon whom unemployment tends to have 
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the least impact. Income increases in this age group were higher than the income 
increases of families with heads aged 45 and over, where the over-all rise was 
modest relative to the 1951-1957 period. 


CHART 10.2 


PERCENTAGE DISTRIBUTION OF FAMILIES WITH INCOMES OF LESS THAN#2,000 
AND INCOMES OF $7,000 OR MORE, BY AGE OF HEAD, FOR 1951 AND 196l, 
IN 1961 CONSTANT DOLLARS 


PER CENT PER CENT WITH INCOME $7,000 AND OVER apy ei! 


oa he: 


20 20 
rol me) 
O O 


PER CENT WITH INCOME UNDER $2,000 


25-34 35-44 45-54 


UNDER 
25 AGE 


Source: Table 10.9 


TABLE 10.10 — Percentage Distribution of Families with 1961 Constant Dollar Incomes 
Below $2,000 and Above $7,000, by Age of Family Head, 1951 and 1961 


Below $2,000 $7,000 and over 
Aas ol hieed 1951 1961 1951 1961 

Dice p.c. pice pce 

Winder Sige. sh.) Soin he on Soe, ee 214 14.0 2.4 7.4 
ph SA ee ee 13.0 6.2 5.0 14.8 
Bete Aer ght Re Lf tee oe ina 10.6 5.6 7.5 25.1 
154 eee ee ee 12.6 13 137 28.9 
Ricco hd enn. eres 22.9 13.0 13.9 26.9 
OSealGOVet ee occ ee ae eee 46.4 36.2 5.3 12.4 
Otaletess t,t) ae ea ee | 18.8 112 8.8 21.4 


SOURCE: Table 10.9. 
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In most age groups there were considerable declines in the proportion of very 
low incomes and substantial increases in the proportion of families with higher 
incomes. Table 10.10 and Chart 10.2 show the percentages of families with incomes 


below $2,000 and above $7,000. 


These statistics indicate that, although the incidence of higher incomes among 


families in the oldest age brackets had more than doubled between 1951 and 1961, 
the decline in the proportion of low incomes was less than for any other age group 
despite the fact that real incomes on average were one quarter higher in the latter 
_year. The greatest relative change occurred among families with heads in the 25 to 
44 age brackets where the proportion with incomes below $2,000 was halved while 
above $7,000 the percentages approximately tripled. 


Another approach to the examination of income change by age group is to 


trace the experience of each age cohort from 1951 to 1961. For example, families 


whose heads were aged 25 to 34 in 1951 would have heads aged 35 to 44 in 1961.” 
Therefore, comparisons of the income of the latter group with the former would 


_ show the real income change experienced by that particular cohort. The 1951-1961 
| income experiences of the 1951 age cohorts are summarized as follows: 


Ratio of 1961 to 1951 


1951 age cohort é 
average incomes 


Reset Reale NOTING! le) 1.68 
ME FT. Frat Eo es cleo Ely or a alg be al e's 1.56 
REA Carers OP, SPR tis ith eles eyeits oy ober 1.36 

3 = Sb Oh RS rg a a ee ite72es 


7S a G4 5 ge le ge RP er oe 0.91 


These comparisons show that there were marked differences in the income 


“experiences of each age group; the younger the group the greater the rise in 


incomes, with those under age 25 a decade later receiving real incomes which were, 
on average, some two thirds higher than in 1951. It should be noted that the 
incomes of the 55-to-64-year age group were compared with the incomes of families 


_with heads aged 65 and over in 1961, an age group which would include more than 
that particular cohort. It is possible, then, that there may not have been an income 


decline and that this group may have been in receipt of real incomes equivalent to 
those of the previous decade. This suggests, however, that families whose heads 
were in the pre-retirement age group did not benefit from the over-all improve- 
ments in incomes. The decline in the participation rates of the labour force aged 65 
and over and the increasing dependence of the older population on government 
pensions is commented upon in previous chapters. Thus, although pensions have 


* Because of heavy immigration and of emigration, the composition of the ee eee 
in 1951 would differ from the same age cohorts in 1961. Some of the 1951 meml Soin ae 
have died or emigrated and the 1961 group would contain immigrants arriving 
1950s. 
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risen, income from employment has declined in importance as a source of income 
so that the net effect over this period would appear to be an unchanging real 
income for this age group. 


The previous chapter comments upon the fact that there may have been an 
undoubling of older family units between 1951 and 1961 and this may be a factor 
in the very moderate decline in the proportion of older family units in low-income 
brackets between 1951 and 1961. The shift away from the doubling-up of older 
persons with younger generations toward the maintenance of independent living 
arrangements and the effect of this upon the income distribution cannot be 
detected from the income statistics as tabulated at various points of time. If, for 
example, in 1951 an older couple with an income of $1,000 lived with a married 
son of age 35 with an income of $4,000, these would appear in the statistics as one 
family with a head aged 35 and a family income of $5,000. If a few years 
subsequently, because of the introduction of pensions and other reasons, the 
income of the older couple rose to $2,500 while the income of the son rose to 
$6,000 and, at the same time, the older couple moved into their own home then 
the two family units would exist for statistical purposes. The older family would 
have an income of $2,500 and the younger family would have an income of $6,000. 
This result would be an apparent increase in the number of low-income family units 
because of the emergence of the older couple as separate statistical entities. This 
type of undoubling was probably most frequent among the elderly with very low 
incomes and would account for some of the relative stability of low-income 
population among families with heads aged 65 and over. Analysis of the income 
distribution on a more restricted family definition — for example, the income 
distribution of married couples by age of head would undoubtedly indicate much 
greater changes in the incomes of the older population than the above tables show. 


Older persons not in families showed proportionately greater increases in 
average real incomes than did families, although median incomes of both groups 
showed similar increases. In the absence of adequate data on the labour force and 
other characteristics of this group, no explanation is possible as to why this should 
be so. Average and median incomes are summarized in Table 10.11. 


One significant aspect of the characteristics of this group is the change in age 
structure between 1951 and 1961. As Chapter Six points out, this group is heavily 
weighted with the young and old although the elderly have increased as 4 
proportion of the total group. In 1951, approximately 17 per cent of unattached 
individuals were under age 25 and 23 per cent were over age 65; in 1961 the 
proportion under age 25 was still 17 per cent but the 65-and-over group were 32 
per cent of the total. To an increasing extent, then, persons living alone tend to be 


the elderly and, of these, women also constitute a growing proportion. 
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TABLE 10.11—Average and Median Incomes of Unattached Individuals in 1961 
Constant Dollars, Selected Years 1951-1961 


Age group 1951 


$ 

Average income — 

mer 25 0eY re PS, Be NY 15255 
PSE SAM rea Oe tea cte} teenie te aaah 1,962 
Bor 44a ewes Gah cies + a sorie bi iy 1,961 
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DOS SE Dre Oe 1,971 
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AE, — SYA 5 eG Beene a kas 1,704 
3S SE Me -Sehe GR A ae ee 1224 
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SOURCE: Unpublished data from Surveys of Consumer Finances. 


TABLE 10.12 — Percentage Distribution of Incomes of Families in 1961 Constant Dollars 
| by Size of Family, 1951 and 1961 


1951 1961 
Families of Families of 

Income group 5 ] 3 if 4 ade 5 3 | 4 Be 
per- | per- | per- | OT) per- | per- | per- | More 
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L | a 
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BOGE? 4999 hie Seca ase ks; 12.4| 15.4] 19.7] 18.4] 14.0] 16.2] 19.0] 17.5 
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T T 

\erage income ...........-.- $ 13,066 [4,145 /4,307 14,737 |4,464 |5,319 |5,766 |5,728 
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_ SOURCE: Unpublished data from Surveys of Consumer Finances. 
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INCOME CHANGE BY FAMILY SIZE 


By family size, two-person families had relatively the largest increases i 
average income and incomes of families with five or more persons showed th 
smallest percentage increases. Despite this, the proportion of two-person familie 
with real incomes below $2,000 dropped less than for large families. Families o 
four or five or more persons showed the largest declines in incomes below $3,000 
Since data are not available on the age of the head and on the family life cycl 
characteristics of families by family size, it is not possible to determine the cause o 
these differences in income movements by family size. The high birth rates of th 
postwar years may mean that the age distribution of family heads of larger familie 
may have changed, with a higher proportion of young families in 1961 as contraste 
with 1951. If, for example, large families in 1961 had a higher proportion of famih 
heads under age 35 than in 1951, this might explain why average incomes of large 
families showed less change than families of other sizes. 


TABLE 10.13—Percentage Distribution of Incomes of Families in 1961 Constant Dollars, by 
Region, 1951 and 1961 


Prairie | British 
Provinces |Columbi: 


Atlantic 


: uebec 
Provinces Q 


Income group Ontario 


1951 — 
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6,000 — 6,999 
7,000 —: s9;999 


10,000 and over 
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SOURCE: Unpublished data from Surveys of Consumer Finances. 
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TABLE 10.14—Percentage Distribution of Incomes of Families in 1961 Constant Dollars by 
Size of Municipality, 1951 and 1961 


al 1951 1961 
Income group Population | Population | Population Population 

30,000 under 30,000 under 

or more 30,000 or more 30,000 
| Pic: p.c. p.c. p.c. 
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SOURCE: Unpublished data from Surveys of Consumer Finances. 


REGIONAL INCOME CHANGES 


Tables 10.13 and 10.14 show the family income distribution in 1951 and 
{961 by region of residence and by size of place of residence — population 30,000 
ind over or under 30,000. Experience with survey data over time has indicated that 
egional income estimates from the surveys show more erratic trends than statistics 
m income by other characteristics and, as a result, the statistics must be interpreted 
vith more caution. In 1951, as well, the data are based upon smaller samples than 
he data collected in subsequent surveys. Table 10.13 shows that the average family 
ncome rose more in the Atlantic Provinces than in the other regions where the 
thanges were similar although the rise in median incomes was more in line with 
changes in Ontario and the Prairie Provinces. An examination of per capita personal 
ncome by region as estimated for National Accounts purposes shows greater 
ncreases in the Atlantic Provinces during this period than in Central or Wester 
Yanada so that the survey may, in fact, reflect the trend correctly. However, despite 
sossibly greater improvements in these provinces the gulf between the income 
listribution in this region and the rest of Canada was still very wide in 1961. The 
sroportion of families with real incomes below $2,000 in 1951 and 1961 by region 
vas as follows: 


Regions 1951 | 1961 

p.c. p.c. 

one 2a ostenee 35.2 22.1 
EDC COME A era We ee. . RARE 6 8 15.8 11.4 
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In 1961, average and median real incomes in the Atlantic Provinces appeared 
to have risen only to levels prevailing in Canada as a whole in 1951. The proportion 
of families with real incomes below $2,000 in 1961 was still higher than the 
proportion of families below this level in all other regions in 1951 except the Prairie 
Provinces. In 1961, the median family income of approximately $3,600 was nearly 
a thousand dollars less than the median non-farm family income in the Prairie 
Provinces. The proportion of families with incomes below $2,000 was double that 
of British Columbia and some three times that of Ontario. Real family income in the 
Atlantic Provinces in 1961 had still not caught up to real income levels in the 
wealthier provinces in 1951. 


The sample data do not permit a fine classification of income by size of place 
of residence so that it is not possible to carry out any analysis as to whether 
differences between the rural and urbanized areas have changed. Table 10.14 shows 
income distributions for families in cities of 30,000 or more population and 
families resident in areas with populations below 30,000; the latter group woulc 
include rural residents. In 1951, family incomes below $2,000 included 12 per cent 
of families in the larger urban areas but this was halved to six per cent by 1961. At 
the upper tail, 27 per cent of families residing in larger urban centres had income: 
above $7,000 in 1961 in contrast to only 12 per cent in 1951. At the same time 
the percentage of the population residing in centres with populations above 30,006 
rose from 46 per cent to 54 per cent. 


In the smaller urban centres and rural areas the percentage of families with 
incomes below $3,000 declined almost 30 per cent to nearly 20 per cent of al 
families, much less relatively than in the larger cities. The proportion with income 
above $7,000 rose from five per cent to 13 per cent; the median income in 196 
was only $4,000. 


In summary, the 11 years from 1951 to 1961 were marked by very importan 
gains in real incomes with the greatest improvements occurring between 1951 ani 
1957. The gains did not appear to be equally distributed, the elderly and othe 
families whose members were outside the labour market losing ground relative t 
the working population. The youngest families were the greatest beneficiaries in th 
upward movement of real incomes. | 
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INCOME INEQUALITY IN CANADA 


1. TRENDS IN INCOME INEQUALITY 


Little is known about long-run changes in the relative distribution of income, 
yecause such income statistics as exist are of recent origin. Studies of the income 
listribution in countries at different stages of economic development suggest that 
ncomes are more equally distributed in more economically advanced countries 
chan in underdeveloped countries and that in the more advanced economies the 
ong-run trend has been toward greater equality of income.’ However, the trends 
soward greater equality have not been continuous; in the United States, for 
xample, although substantial changes occurred in the distribution of income 
petween 1929 and 1944, little change is evident since then. The hypothesis has 
yeen advanced that the changes were attributable to a number of factors: improved 
‘mployment opportunities, structural changes in the labour market which 
liminished skill differentials, the effects of government policies in redistributing 
mcomes and shifts in the composition of income which resulted in a decline in the 
lative importance of property income, and a rise in income derived from 
smployment. 


All of these trends are evident in the Canadian economic structure. Between 
929 and 1940 a substantial proportion of the labour force experienced 
inemployment. In 1929, unemployment averaged less than three per cent of the 
abour force and by 1933 the proportion had risen to 19 per cent. Unemployment 
leclined from this very high level until it dropped to a rate of less than one and a 
1alf per cent in 1944. As the previous chapter indicated, the immediate postwar 
years were characterized by low rates of unemployment and, although the 
imemployment rate rose during the latter part of the 1950s, the degree of 
inemployment was still far below the unemployment rates of the prewar decade. 


The previous chapter has commented upon the changing composition of the 
abour force and the higher educational attainment of the modern labour force as 
‘ontrasted with that of the inter-war period. Further, studies by labour economists 
lave concluded that differentials in the earnings of skilled and unskilled workers 
.arrowed between 1931 and 1951.” 


1 See, for example, the discussion by Irving B. Kravis, The Structure : of Income 
‘University of Pensylvania, 1962) Chapters Vi and VII, and the statistics published in Herman P. 
Miller, Trends in the Income of Families and Persons in the United States: 1947 to 1960 
Bureau of the Census, Washington, 1963). 

i a es in Canada: The Occupational Structure” in H.D. Woods and 
Sylvia atone eee ese ne Labour Economics in Canada (Toronto: MacMillan of Cariada, 
1962), Chap. XV. 
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CHANGES IN STRUCTURE OF PERSONAL INCOME 


The over-all effect of government policies on income distribution is evident in 
examining personal income and personal disposable income for the prewar and 
postwar periods. In 1929, only 2.0 per cent of total personal income originated in 
government transfer payments; in 1961 this ratio was 12.1 per cent. This change in 
the importance of transfer payments in aggregate income was attributable to the 
enactment of a series of major universal social security schemes—unemployment 
insurance coverage for the majority of paid workers, family allowance payments for 
all families with children under age 16, old age pension payments to all persons 
aged 70 and over and means-test pensions to those aged 65 to 69, and universal 
hospital insurance coverage. This expansion of social security coverage was financed, 
to a considerable extent, by much greater use of direct personal taxation as a source 
of funds. In 1929 personal direct income taxes amounted to 0.7 of one per cent of 
total personal income and in 1961 to 7.5 per cent of personal income. As Chapter 
Eight indicates, lower income groups receive a disproportionate share of those 
transfer payments which are money payments of the various levels of government. 
At the same time, direct taxes are imposed only after certain minimum exemptions 
are granted and the taxes imposed upon taxable income are progressive rather than 
a flat rate. This means that the share of lower income groups in taxes paid is less 
than their share of the total income while the share of higher income groups is 
greater. The net effect is a redistribution of income in favour of lower income 
groups, the extent of which is discussed in more detail later in this chapter. 


TABLE 11.1—Percentage Distribution of Personal Income® by Source, Selected Years 1931-1961 


1941 1951 


Income source 


Wages, salaries and supplementary labour income... 63.8 
Military pay and allowances.............2+ -++- 1.9 
Net income received by farmers from farm ) 
productions: ove. coe earn veered 3.40 
Net income of non-farm unincorporated business. . . 8.0 — 
Interest, dividends and net rental income of persons 10.69) 


Transfer payments— 
ETOM GOV ernimentsi ye scien teers: 
Erom corporations/3.. Soc). as. rein ede teers 


0.2 


Cee 


aThe Personal Income Concept is discussed in Appendix B. 
SOURCE: National Accounts Income and Expenditures for selected years. 


Income taxes as a percentage of personal income. . 


The increasing share of aggregate income originating in transfer payments ha 
already been commented upon. During the period 1931-1961 changes also occurre( 
in the shares of income originating in other components. Table 11.1 shows thi 
sources of personal income in the census years between 1931 and 1961. The 193: 
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nd 1941 statistics were distorted by depression in the former year and the Second 
Vorld War in the latter. In 1931, because of the depression along with 
snprecedented crop failures, agricultural income declined sharply as a proportion of 
Otal personal income; between 1926 and 1928 the net income of agriculture 
counted for 14 to 15 per cent of total personal income. The decline in 
igricultural income was more acute than in other components, the shares of which 
hus rose when expressed in percentage terms. In the 1926-28 period, for example, 
yages and salaries were oniy 59 per cent of aggregate personal income, net 
\nincorporated business income 12 to 13 per cent, and investment income 
pproximately 12 per cent. In the pre-depression years transfer payments were 
pproximately two per cent of total personal income. The 1941 figures reflect 
yartime circumstances, when an unusually high proportion of personal income 
tiginated in military pay and allowances; in that year transfer payments were 
elatively less significant than in 1931. In general, since the 1920s wages and 
lalaries and transfer payments have become more important sources of income 
yhile net income from agriculture and from self-employment and investment 
acome have declined in relative importance. The greatest changes have occurred in 
pspect to transfer payments and agricultural income, the declines in the proportion 
f income originating in unincorporated businesses and investment income being 
Aore moderate. As the discussion on the earnings of the labour force in Chapter 
four indicated, the distribution of earnings of the self-employed is more unequal 
nan the earnings of wage and salary earners. Similarly, farm income appears to be 
ss equally distributed than wages and salaries. Although investment income is 
eported widely, a disproportionate portion of it is received by upper income 
roups. Thus, the long-run trend in Canada has been an increase in the importance 
f the more equally distributed type of earned income (wages and salaries) and 
‘ansfer payments which tend to go to low-income groups, and a decline in the 
Mportance of less equally distributed sources of income—income from self-employ- 
tent and investment income. 


—— 


INCOME INEQUALITY CHANGES 1931-1951 


| Canada, then, has shared the American experience since the 1920s—an 
conomy characterized by very substantial unemployment during the 1930s with 
auch more moderate unemployment in the postwar years, a diminution in skill 
ifferentials among the labour force, a growing government role in redistributing 
1comes, and a change in the composition of incomes. The effect of these trends 
as undoubtedly been in the direction of greater equality in the income distribution 
f the postwar as compared with the prewar period. However, the lack of 
omprehensive income data for the prewar period makes a comparison of prewar 
nd postwar inequality impossible. The only comparable data available on a family 
” are the wage and salary earnings of families whose heads were wage and salary 
arners for 1931 from the 1931 Census of Canada and for 1951 from a sample 
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survey of families.? Comparisons of the distribution of the relative distribution of 
wages and salaries of such families by quintiles showed the following pattern. 


TABLE 11.2—Percentage Distribution of Wages and Salaries of Wage and Salary Earning Families, 
by Quintiles, 1930-1931 and 1951 


Percentage share of 
wages and salaries 


1930-1931 1958 


Pirst QUINUIC*s) .  ois 6 Races e 6) oo suale” Nanaia eos (fete 8.0 
Second quintile 13.9 
Third quintile we We We os: ee ener wre neoten sre ts velketey's f 7 
Fourth quintile 22.6 
Fifth quintile scccccs. Ghar wivntuc ve Gheco ue Gictwtonnts shelters x5 37.3 


SOURCE: Simon A. Goldberg and Jenny R. Podoluk, “Income Size Distribution Statistics 
in Canada”, Income and Wealth, Series VI, international Association for Research in Income 
and Wealth (Bowes and Bowes, London, 1957) p. 163. 


The statistics suggest that the distribution of wage earnings among wage-earn- 
ing families became somewhat more equal between 1931 and 1951; the share of the 
upper quintile declined and the share of the fourth quintile was also somewhat 
lower. The shares of the three bottom quintiles were higher with the most marked 
change occurring in the proportion of wages and salaries received by the lowest 
quintile. In the absence of data on the extent of unemployment, the occupational 
structure, the extent of family participation in the labour force and other factors 
that affect the distribution of family earnings, no conclusions are possible as to why 
the relative distribution has altered. The data suggest, however, that among 
wage-earning families, earnings were more equally distributed in the postwar than in 
the prewar period. Further, in 1951 transfer payments such as unemployment 
insurance and family allowances might also have been an important factor if 
assisting lower income groups; such payments were not available in 1931. It i 
possible, then, that the lower quintile’s share of total income might have risen more 
than the statistics in Table 11.2 indicate. Between 1931 and 1951, too, the 
self-employed were a diminishing proportion of the labour force so that wage- anc 
salary-earning families were a higher proportion of all working families in 1951 
This would also result in a more equal income distribution among families witl 
heads in the labour force in 1951 than in 1931. | 


3 more thorough comparison of the 1931 and 1951 distributions of earnings may bi 
found in the paper by Simon A. Goldberg and Jenny R. Podoluk, ‘Income Size Distributio! 
Statistics in Canada”, Income and Wealth, Series VI, International Association for Research ii 
Income and Wealth (London: Bowes and Bowes, 1957). 
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2.,INCOME INEQUALITY 1951-1961 
Although historical trends in income inequality cannot be examined, the 
ccumulation of data since 1951 from surveys and the 1961 Census makes possible 
nalysis of some aspects of the distribution of income in the postwar period. 


\ 
MEASUREMENT OF INEQUALITY 


A characteristic of most income distributions is that income is unequally 
istributed* theoretically, perfect equality in a distribution would mean that each 
unit, the individual or the family or the household, would have exactly the same 
‘nacome. However, a distribution that is equal on one basis automatically shows 
aequality on another basis. For example, if each person in the country had the 
ame income, then inequality would exist in family incomes because families differ 
a size. Since it is recognized that the per capita income required by families to 
naintain particular levels of living is less in larger families than in smaller families, 
he result of an equal distribution of incomes on an individual basis would be to 
low larger families to attain higher levels of living than smaller families. 
nequality, then, is inevitable in some income distributions and the extent of 
nequality will depend upon the type of distribution studied. 


For example, incomes are more unequally distributed among individuals than 
mong families. This is true whether the bases of comparison are all adult 
adividuals or only individuals in receipt of incomes. Much of the adult population 
‘consists of children resident with parents and still attending school or married 
yomen who are not working. As Chapter Three indicated, among the population 
ged 15 and over, 28 per cent had no incomes during the census year. Even among 
adividuals with incomes, many, especially women, have very low incomes. The 
easons for low incomes among women, such as intermittent attachment to the 
: bour force, have already been commented upon. On the other hand, virtually all 
ilies had some income and incomes were more equally distributed among 
ilies than among individuals. However, the use of families rather than 
ndividuals as the unit of measurement for comparisons of the degree of inequality 
t different points of time presents problems in the interpretation of changes 
recause the characteristics of families may change. This problem has been discussed 
n the two previous chapters in connection with the older population—the 
mdoubling that appears to have occurred through time as the income position of 
he older population improved. 


Changes in family structure, then, present one major problem in the 
nterpretation of income inequality; the other major problem is the definition of 
nome. It has been stated: “When there are significant changes in the methods by 
vhich persons receive their incomes, conventional methods of measuring income 
nay fail to reflect the impact of such changes”. Most income distributions such as 


———— 


— 
4 George Garvy, A Report on Research on Income Size Distribution in the United States 
(New York: National Bureau of Economic Research, 1955). 
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those being considered in this monograph are distributions of money income. 
Through time, the importance of money income as an indicator of economic 
well-being changes. In less-developed economies many needs may not be met by 
purchases in the market place; food and clothing, for example, may be produced by 
the family or household rather than purchased. The exclusion of income in kind, 
then, may result in an under-assessment of the income shares of some groups. The 
exclusion of income in kind from statistics for the non-farm population probably 
has little effect on the conclusions that can be drawn about inequality. However, 
other exclusions may be much more important. 


The National Accounts in measuring personal income include net imputed 
rental value of owner-occupied homes.* As has been pointed out, a substantial 
proportion of low-income families consists of the aged, the majority of whom own 
their own homes, usually free of indebtedness. Because of this, they may be rela- 
tively better off than low-income families whose heads are in younger age groups 
and less likely to own a home. The inclusion of an imputation for home ownership 
in income statistics would probably raise the share of lower income groups. 


More important to the interpretation of trends in the income distribution are 
changes in methods of income disbursement, which have occurred to a considerable 
extent because of the much more progressive taxation of the war and postwar 
years. A direct wage increase negotiated by a union becomes taxable when received 
as earnings but negotiated fringe benefits are not. It is now traditional for wage 
agreements to be announced as costing an employer so much in wage-rate increases 
and so much for fringe benefits. If an employer pays his employees $100 per year 
out of which employees must pay their own medical insurance, the $100 is taxable 
income for the employee. If the employer pays for the insurance himself this is not 
taxable income to the employee. In 1931, supplementary labour income was 1.8 
per cent of total labour income; in 1961 this proportion was 4.3 per cent. 


In executive positions, compensation may take the form of providing free 
automobiles for personal use, payment of club membership, the provision c4 * stock 
options which allow for capital gains, and deferral of income payments until after 
retirement by the setting of special pension provisions.© Another form of 
tax-escape income is capital gains, which in Canada have been traditionally tax-free. 
It has been suggested in the United States that the apparent decline in the income 
shares of the upper income groups between the prewar and postwar period is not as’ 
substantial as existing statistics suggest because of factors such as capital gains.’ 


: National Accounts concepts are discussed in more detail in Appendix B. 


©The importance of some of these for senior executives in large corporations was 
illustrated when it was revealed recently that a corporation president who entered politics 
received a tax free settlement of half a million dollars in compensation of future benefits due | 
him for pensions, etc. | 


TFora summary of American research on the subject see Irving B. Kravis, The Structure of: 
Income (University of Pensylvania, 1962), Chap. VI, pp. 202-215. 
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‘The policies of corporations to let shareholders receive their benefits in the form of 
capital gains rather than through the distribution of dividend income which largely 
(accrues to upper income groups is one important reason. The beneficiaries of the 
ivarious types of tax-escape income are more likely to be the middle and upper 
‘income groups rather than the lower income groups and income distributions 
constructed to include such quasi-income would probably show a more unequal 
‘distribution of income than a distribution measured on a money income basis. 


The only income distribution statistics available in Canada are money income 
distribution; since money income would be the largest component of any broader 
‘income definition over relatively short periods, such as a decade, such distributions 
may not be too unsatisfactory as indicators of trends in inequality as the 
telationship between money income and other types of receipts may not change 
‘ significantly over short periods. 

) 


QUINTILES AND LORENZ CURVES 


To examine income inequality and possible changes in income inequality it is 
useful to standardize income distributions in some way or to express the statistics 
in tabular or chart form in such a way that comparisons through time can be made 
readily. Two methods of comparing data are used in this chapter: comparisons by 
quintiles and comparisons of Lorenz Curves. Quintiles are divisions of family units 
into fifths—the one fifth of family units with the lowest incomes, the one fifth with 
the second lowest, and so forth. It is possible then to examine the shares of income 
and the characteristics of family units in the same relative position in the income 
scale at different periods. The discussion in Chapter Ten on real income distribution 
showed that, when the characteristics of families are examined for the same real 
incomes as, for example, real incomes below $2,000 at different points of time, the 
characteristics have changed. It has been suggested that it is more meaningful for 
many purposes to look at individuals or families in the same relative position 
through time. On this basis no change may be evident.® 


The Lorenz Curve is also a useful statistical device for depicting graphically 
the degree of relative variability or inequality of income, and it is probably the most 
familiar and widely used device to examine inequality in income distributions.” The 
‘Lorenz Curve shows the cumulated fraction of aggregate income plotted against the 


In the United States, for example, the characteristics of the lowest quintiles of families 
and their shares of incomes have not changed in the postwar years despite the fact that real 
‘incomes have risen substantially. See, for example, Herman P. Miller, “Measurements for 
Alternative Concepts of Poverty’, American Economic Review, Papers and Proceedings, Vol. 
LV, May 1965. 


For a discussion of the various statistical devices for measuring inequality see M.J. 
| Bowman, “A Graphical Analysis of Personal Income Distribution in the United States 

‘reported in the American Economic Association, Readings in the Theory of Income 
| Distribution, 1949 and D. Yntema, ‘‘Measures of the Inequality in the Personal Distribution of 
| Wealth or Income”, Journal of the American Statistical Association, Vol XXVIII, 1933, oe 
| 423-433. See also J. Aitchison and J.A.C. Brown, The Lognormal Distribution, Department o 

Applied Economics, Cambridge University, Cambridge University Press, 1957. 
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cumulated proportion of income receiving units (individuals, families, households, 
etc.) while the units of measurement are arranged in ascending order by income. A 
Lorenz Curve is shown in Chart 11.1. 


CHART II] 
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CUMULATIVE PROPORTION OF INCOME RECEIVING UNITS 


If all incomes were equally distributed, the Lorenz Curve would coincide with 
the diagonal bisecting the square. If only one unit received all the incomes and the 
rest nothing, the curve would follow the bottom and right hand side of the square. 
The further the curve is away from the line of perfect equality, the more unequal 
the income distribution. The degree of inequality is sometimes expressed by the 
Lorenz coefficient or Gini index. This is defined as the ratio of the area between | 
the curve and the diagonal (the shaded area) to the total triangular area enclosed by 
the diagonal and the two sides of the rectangle—the lines of complete equality and 
complete inequality. The Gini ratio then can have a value ranging from 0 to 1.000 
and the higher the ratio the greater degree of inequality. Changes in the index 
denote changes in inequality.'° 


surprisingly few text books contain the formula for the calculation of the Gini index. — 
For a mathematical explanation see Morris G. Kendall, Advanced Theory of Statistics (New 
York: Hafner Publishing Company, 1943) Vol.1, pp. 42-44. For approximate means of | 
calculating the index see W.S. Woytinsky, Earnings and Social Security in the United States, 
Washington, Social Science Research Council, 1943, Appendix and James L. Morgan, “The' 
Anatomy of the Income Distribution, ‘““Review of Economics and Statistics, XLIV (August 
1962), Appendix. The latter method is the one used to calculate the indices in this chapter. 
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CHART 11.2 


DISTRIBUTION OF FAMILY INCOME BY SIZE OF TOTAL INCOME 
AND BY SIZE OF PER CAPITA FAMILY INCOME, 1961 
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Source: Tables 11.3 and 11.4 


FAMILY INCOME SHARES IN 1961 


Chart 11.2 illustrates the effect of changing the basis of measuring the family 
income distribution upon the Lorenz Curve using 1961 Census data. Tables 11.3 
and 11.4 show the distribution of families and aggregate family income by size of 
- total family income and the distribution of families and aggregate family income by 
_ size of per capita income of the family. 


The Lorenz Curves are drawn by charting the cumulative percentage of 
families as shown in column 2 against the cumulative percentage of income as 
shown in column 4 of these tables. An examination of the two tables suggests that 
family income when classified on a per capita basis is more equally distributed than 
_ family income measured by size of total income. This is confirmed by Chart 11.2 
' which shows the Lorenz Curves for the statistics in these two tables. The curve for 
the distribution of per capita income is closer to the line of perfect equality than 
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the curve for the distribution of total income. The Gini ratios also confirm this; the 
ratio for the per capita distribution was .278 while the ratio for the total income 
distribution was .345 or 24 per cent higher. These distributions, then, are the 
distributions of the same family units and the same aggregate income but with a 
different basis for cross-classifying the size of family income. This example 
illustrates the problems inherent in measuring inequality. 


TABLE 11.3—Percentage Distribution of Families by Size of Family Income 


Year Ended May 31, 1961 
Per cent of | Cumulative || Per cent of | Cumulative 
families per cent income per cent 
3.8 3.8 0.3 y 


Income group 


Winders OOO a ascnemeroma ne aeienen. 

Sec OOOi 81-999 Sei ae 2.0 
2000 = 2 999 Sa ers cS 4.3 i 
SOOO 35999 res soe s tatemteuia Yao 135.5 
A000 iw 14999 eae: Perc how ee 28.1 
D000 25999 Si rerematie et crete 41,3 
60009 65999 aye ec earcree creme 52.7 
TO00 =) 72999.) 1 HR onic se 62.1 
S000 9 999 F Sn. ore new eren ees 74.8 

10,000 — 


eee es © © © © wo oe © 


ec ee ee © © we oO eo ee 


© 6 js © @ 0 © 6 © 6 6.6 @ «6 


SOURCE: Unpublished data from 1961 Census of Canada, 


TABLE 11.4—Percentage Distribution of Families by Size of Per Capita Income, 
Year Ended May 31, 1961 


I Per cent of | Cumulative |) Per cent of | Cumulative 
iat oa families per cent income per cent 


SOURCE: Unpublished data from the Surveys of Consumer Finances. 
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3. CHARACTERISTICS OF INCOMES BY QUINTILES 1951-1961 


QUINTILE SHARES OF INCOME 


Selected characteristics of the distribution of families and unattached 
individuals within quintiles are shown in the statistical appendix to this chapter. 
These data are from special tabulations of income statistics collected from the 
Surveys of Consumer Finances between 1952 and 1962; the surveys are discussed in 
more detail in Appendix C. The quintile statistics were tabulated in terms of 
current rather than constant dollars; the upper limits of the quintiles in current 
dollars are shown in Table 11.5. The table shows the quintile limits for the income 
distribution of unattached individuals, of families, and of unattached individuals 
and families combined. For example, in 1951, the 20 per cent of families in the 
lowest bracket in the family income distributions had incomes of $1,820 or less 
while those in the top 20 per cent had above $4,640. In 1961, family incomes of 
$2,800 or less belonged in the lowest quintile while the top quintile consisted of 
incomes above $7,180. 


TABLE 11.5—Upper Limits of Quintiles in Current Dollars, Selected Years, 1951-1961 
Upper limit |Upper limit Upper limit | Upper limit 


first second third fourth 
quintile quintile quintile 


Year and item 


1951- 


Unattached individuals........ 2,140 
AICS ME es tris) ceo ese 4,640 
| Families and unattached individuals 4,320 
(1954- 
| Unattached individuals........ 2,640 
| Berg ABN oan oe ad 5,680 
‘Families and unattached individuals 5,120 
1957 
Unattached individuals........ 3,000 
ee RE VRIES btpny Gores 6,350 
__ Families and unattached individuals 5,870 
—1959- 
__ Unattached individuals. ....... 3,240 
6,690 
| ilies... 21+: pene ech 
| Families and unattached individuals > 
1961- re 
| Unattached individuals........ 3,5 
7,180 


Cee ee tice te mee ee a ee 


Families and unattached individuals 


SOURCE: Unpublished data from the Surveys of Consumer Finances. 
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CHART 11.3 


UPPER LIMITS OF QUINTILES IN CURRENT DOLLARS 
FOR FAMILIES, SELECTED YEARS 1951-61 
DOLLARS DOLLARS 
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Source: Table 11.5 


Table 11.5 shows that the changes in the quintile limits between 1951 and 
1961 were quite uniform so that the relative relationship of the upper limits 
showed little change. In the five years for which statistics are shown, the ratio of 
the upper limit of the fourth quintile to the upper limit of the first quintile of 
family incomes ranged between 2.53 and 2.66; in four of these five years the range 
was between 2.53 and 2.56. Since the relativity between quintile limits showed 
little change over this period, income shares could be expected to remain 
unchanged as all incomes rose quite proportionately. This is confirmed by the sta- 
tistics on shares of incomes as shown in Table 11.A.1, which indicate little variation 
over the decade. Such movements as occur between years may be a reflection of 
sampling variability rather than actual changes in income shares between years as 
the statistics are based upon relatively small samples ranging in size from 5,500 
family units in 1951 to approximately 10,400 family units in 1961. The 1951 
sample was substantially smaller than subsequent samples and was weighted by less 
refined weighting procedures than the samples collected in later years. Through 
time, there have also been differences from survey to survey in the representation of 
very high incomes which, although they may account for only a very small fraction 
of all families, may influence the estimated income share of the upper quintile. For 
example, although the 1951 sample was smaller than subsequent samples, the 
maximum incomes reported on this survey were higher than in the subsequent 
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survey for 1954. Thus, the apparent decline in the income shares of the upper 


quintile in 1954 may result from differences in sample characteristics rather than a 
genuine decline in income shares. 


Despite these differences in sample characteristics, the successive estimates 
_ from these samples provide remarkably similar results. The range of income shares 
_ of total income by quintiles for families and for family units (that is families and 
unattached individuals combined) were as follows: "! 


_Families Family units 

p.c. Pc p.c. p.c. 
CPUS Vive (ERECT TOR) 5) 0s) OMB See BA og so a 6.1 to 6.8 4.2to 4.4 
Second quindle mane Ehouritaun beste ke oeah Welsaet Ys 12.9 to 13.5 11.2 to 12.0 
PIT CEUIN termes vate: siete scrscasata orci abit 17.4 to 18.3 17.8 to 18.3 
OUTtHGUINUe TENE ce hehehe ec ekey ere me see cee 22.4 to 24.4 23.3 to 24.5 
EIEUNTGUIN COMM k sri He oc sees os ss ass 2) shoei 37.5 to 41.1 41.1 to 42.8 


The relative distribution of income, then, showed little change over this 11- 
year period. The impression exists that incomes have become more equally 
distributed because incomes have risen substantially in recent decades. In fact, these 
increases appear to have been distributed proportionately throughout the distribu- 
tion so that the shape of the distribution has remained unchanged. Canadian 
experience is similar to that of the United States where, in the postwar years, 
considerable stability has also persisted in composition of the family units 
constituting the various quintiles and in the income shares by quintiles.'? Although 
some changes have occurred in the quintile composition on characteristics, such as 
the age of family unit heads, little change is evident in other characteristics. 


AGE STRUCTURE BY QUINTILES 


For all families small changes occurred in the age distribution of family heads. 
The proportion of families with young heads rose somewhat while the proportion 
of families with heads in the older age groups declined. In 1951 some 23.5 per cent 
of family heads were under age 35, and 30 per cent were aged 55 and over; in 1961 
these ratios were 27.3 and 25.6, respectively. In the lowest quintiles, then, some 
decline occurred in the proportion of low-income families with older heads while 
younger families rose as a proportion of all families. 

However, although the age structure among families showed little change, this 
was not the case with unattached individuals or persons who were not family 
members. In 1951, slightly over half were males and slightly under half females. 
Some 17 per cent were under age 25 and 41 per cent were aged 55 and over. The 


; For statistics on the total income distribution by quintiles for the various years see 
Appendix Table 11.A.1. 


12F6r evidence see Trends in the Income of Families and Persons in the United States, 
1947 to 1960, U.S. Bureau of the Census, Technical Paper No. 8, Washington, 1963. 
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proportion in the younger age groups remained unchanged but the proportion over 
age 55 rose to 47 per cent; and those aged 65 and over rose from 24 per cent to 
32 per cent. The effect of this has been to change the age composition of the lowest 
quintiles. In 1951, approximately 33 per cent of unattached individuals in the first 
quintile were over age 65 and 51 per cent of the second quintile were in this age 
group; in 1961, these proportions were 39 and 62 per cent, respectively. For all 
family units, that is families and individuals combined, the proportion aged 65 and 
over showed no change between 1951 and 1961 but the ratio in the lowest 
quintile rose from 38 to 44 per cent. 


These trends are perhaps not unexpected in view of the changes in the age 
composition of unattached individuals discussed in earlier chapters. Among the 
population aged 65 and over, an increasing proportion consists of women and, since 
nearly half of these are single or widowed, more of the older population, through 
time, consists of persons who are not members of families.'* This has been 
paralleled by an undoubling of older and younger generations as the older 
population has, more and more, settled upon independent living arrangements. As 
Chapter Ten pointed out, incomes of the older population have lagged relative to 
the incomes of the younger age groups. The effect of this is that older family units 
have formed a rising proportion of the lowest quintile. 


This, in turn, has had an effect upon the composition of incomes of the 
lowest quintile. The older population has, through time, become more dependent 
upon income from government pensions and less dependent upon income from 
employment. The shift in the age composition of the lowest quintiles and the 
increasing dependence of the aged upon government assistance has increased the 
proportion of income originating in transfer payments in the lowest quintile. 
Among families, transfer payments rose from 25 to 35 per cent of income in the 
lowest quintile while earned income declined from 64 to 55 per cent of total 


income. For all family and unattached individuals combined, the proportion of © 


total income originating in transfer payments in the lowest quintile increased from 
30 to 44 per cent and earned income dropped from 55 to 46 per cent. In 1951, 
approximately 27 per cent of families in the bottom quintile received the greater 
part of their income from government transfer payments, a ratio that rose to 35 per 
cent by 1961. Among all family units the proportion rose from'29 to 44 per cent. 


As Table 11.A.1 in the Appendix shows, the distribution of transfer payments 
between quintiles was the only major income component whose relative distribu- 
tion changed to any significant degree between 1951 and 1961. For example, in 
1951, the lowest quintile of families received four per cent of wages and salaries 
and the highest 40 per cent; in 1961 the figures were four per cent and 38 per cent. 


3 For a discussion of population trends of the older population see ‘‘Population Trends 
in Canada and Their Effect on Older People’’, testimony by A.H. LeNeveu, Dominion Bureau 
of Statistics, as published in Proceedings of the Special Committee of the Senate on Aging, No. 
20, Nov. 5, 1964, Queen’s Printer, Ottawa, 1964. 
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AGE STRUCTURE BY QUINTILES 


PERCENTAGE DISTRIBUTION OF FAMILIES IN THE LOWEST 
QUINTILE BY SELECTED CHARACTERISTICS 
195! AND 1961 


MAJOR SOURCE OF INCOME 
PER CENT 


NO INCOME NET INCOME TRANSFER INVESTMENT 
FROM PAYMENTS INCOME 
SELF-EMPLOYMENT 


MPL LENE ONS 
AGE OF HEAD aie 


Or 


UNDER 25. 25-34 45-54 


FAMILY SIZE 
EXXm 


eee 
S25 
X26 


4 PERSONS 5 OR MORE 
2 PERSONS 3 PERSONS PERSONS 


REGION 


Nes 
SOORRK 


NTARIO PRAIRIE BRITISH 
PROVINCES Bae PROVINCES COLUMBIA 


Source: Tables 11A3,11A4,11A6,11A8 
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The investment income share of the lowest quintile in 1951 was nine per cent and 
the highest 61 per cent; in 1961 the distribution was still nine per cent to the 
lowest quintile and 59 per cent to the highest. On the other hand, the share in 
transfer payments of the two lowest quintiles of families rose from 47 per cent in 
1951 to 54 per cent in 1961. The proportion of income originating in transfer 
payments rose from 1951 to 1961, for all family units (including unattached 
individuals). Along with this the shares of the lower quintiles also increased during 
the period. The characteristics of the lowest quintile of family units changed 
between 1951 and 1961 although the share in total income remained unaltered. 


Some changes were also evident in the upper quintiles but these were not as 
marked. The composition of income showed little change but the age structure of 
family units had shifted. In 1951, family units with heads aged 65 and over formed 
the largest group in the first quintile, those with heads aged 25 to 34 were the 
largest group in the second quintile, the 35 to 44 age groups were most prominent 
in the third and fourth quintiles, and those aged 45 to 54 were the largest group in 
the top quintile. By 1961 the 25 to 34 age group had become the largest group in 
the third quintile and the 35 to 44 group were the largest group in the top quintile. 
The higher quintiles, then, tended to consist of younger family units in 1961 than 
in 1951. 


OTHER CHARACTERISTICS BY QUINTILES 


On other characteristics such as number of persons with income, family size 
and the labour force status of the family, some small changes were evident between 
1951 and 1961. The number of income recipients and the number of income 
earners per family and per family unit in 1951 and 1961 are shown in Table 11.6) 


In total, the proportion of families with only one income recipient or only 
one income earner declined somewhat between 1951 and 1961. In the lowest 
quintile the number of income earners in families showed little change but the 
proportion of families dependent upon one income only declined. This is probably 
again related to the changes in the age structure of the lowest quintiles. With the 
introduction of universal old age pensions in 1952 in many older families both 
husbands and wives would be income recipients. In all quintiles the proportion of 
families with no family member in the labour force showed no change over the 
decade but in the second to the fourth quintiles the proportion with two or more 
family members in the labour force rose and in the fifth quintile the proportion 
with several working members dropped. Families with no working members were 
almost entirely concentrated in the lowest quintile. The majority of families in the 
first three quintiles had only one member in receipt of an income or only one 
family member working; the majority of the families in the fifth quintile had two 
or more family members with incomes or in the labour force. | 
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TABLE 11.6—Percentage Distribution of Income Recipients and Income Earners, 
Within Quintiles, by Families and Family Units, 1951 and 1961 


Quintiles 


Income recipients 


Year and Item 


(1951-— 
Families— 
None 0.4 
One 26:51)057.0 
Two 35290) 2937 
Three or more 37.6 | 12.8 
Totals | 100.0 
Families and unattached individuals— 
INONG = eerrtrers eae leP lets she ais ‘ 1.8 
Oe Ae GU Gn een 0851 A eae 2 a eae 77.3 Teh Sill 29.8 | 64.1 
PL WOME ae Matt bs (ited. she sevieled vo 18.9 19.3 | 33.0 36.7 | 23.8 
Three or more f 3.8 5.0 9.4 33.5 10.3 
Totals 100.0 
1961- 
Families— 
INONGseetare. Secret ees h ate ne else ow A 0.5 
(ON Gg bes co pot Oreo enn ae : i 59.1 | 45.6 30.8 | 53.2 
Tesh 6 a0 & Oa Oe Os eee y 33.7 | 42.2 40.6 | 34.7 
Three or more é Te4 gh AY? 26.4 11.6 
Totals 100.0 100.0 
Families and unattached individuals— 
SETA 8 2a) ae Oe ee 1.6 
CVS: cen antynche qed tee aoe 33.3 | 61.6 
TAVOnEse., CHIC eA E A sola as 40.5 | 27.6 


25:2 9.2 


ac ; 
Totals 100.0 


1951-— 
Families— 
INONCMIS: aiste SEER: Gig ie chee 32.9 2.4 0.6 0.9 Ue 
Die mea ROOMS Fe okel dis solte Sixt 55.2 | 80.3 32.1 | 59.6 
EG ONOT MOLE Fits Situs toss. ebay aiion'e 12.On lala ie é ie 67.0 | 33.1 


MO taleieaes tei indo Cats Peon sas 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 100.0 


46.0 1.0 
ts 5 | 34.9 
13,1 | 17.9] 35.9 | 64.1] 26.5 
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TABLE 11.6—Percentage Distribution of Income Recipients and Income Earners, 
Within Quintiles, by Families and Family Units, 1951 and 1961 — concluded 


Quintiles 


Income earners — concluded 


Year and Item 


1961-— 
Families— 
INONC shor she wach abe selon eon meer. . : i 0.6 0.9 Vee 
One As b. & Se ee ae ees i : ; 50.8 Sia 
Two or more ‘ é ; 48.6 62.1 


49.2 | 10.5 1.6 0.8 1.0 
a : TS3 TRO | 58,0 | a oas 
14,2 24.9 | 40.5 S937, 


2k hE aa 100.0 


SOURCE: Unpublished data from Surveys of Consumer Finances. 


12.6 


Some changes occurred in the size of families and in the number of children 
under age 16 within families. The proportion of families consisting of two or three 
persons dropped and the proportion of families consisting of five or more persons 
increased. The change in family size was concentrated in the first three quintiles so 
that, on average, families in the lower quintiles were larger in 1961 than in 1951. 
On the other hand, families at all income levels had more young children in 1961 
than in 1951. The proportion of families with no children under age 16 declined 
from 46 to 37 per cent between 1951 and 1961 and those with three or more rose | 
from 18 to 25 per cent. The high birth rates of the 1950s thus resulted in larger 
families with higher proportions of young children; per capita family incomes in the } 
lowest quintile declined relative to the per capita income of families in the upper 
quintile, although the quintile shares in total remained unchanged. | 


Table 11.A.7 in the Appendix to this chapter presents the distribution of ; 
families and family units by the labour force status of the-head. In total, the 
proportion of families whose heads were not in the labour force declined somewhat | 
between 1951 and 1961. The greatest changes occurred in the upper quintiles 
where the ratio of families whose heads were not in the labour force declined from 
10 per cent in 1951 to six per cent in 1961. This change probably resulted because | | 
of the increased proportion of younger families in middle and upper quintiles. | 
Heads of such families would be labour force members. The majority of families 
whose heads were outside the labour force were concentrated in the bottom 
quintile. In both 1951 and 1961 around half of all families in this quintile had 
non-working heads. Families whose heads were self-employed were over-represented 
in the top quintile while the third and fourth quintiles had the greatest relative: 
concentration of families whose heads were in the labour force as paid workers. | 
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REGIONAL CHARACTERISTICS 


The geographic distribution of families and family units within quintiles was 
similar in both 1951 and 1961. In 1951, the Atlantic Provinces had 12 per cent of 
_ families but accounted for 22 per cent of families in the lowest quintile and 16 per 
cent of families in the second quintile; only five per cent of families in the top 
| quintile lived in the Atlantic Provinces. In 1961, the Atlantic Provinces were a 
_ smaller proportion of the bottom quintiles but this is probably attributable to the 
fact that, in total, the Atlantic Provinces contained a smaller proportion of all 
families as their population growth and family formation lagged relative to other 
regions. Further, as Chapter Ten noted, incomes rose somewhat more rapidly in the 
Atlantic Provinces than in the remainder of Canada. In 1951, 44 to 46 per cent of 
all families in the top two quintiles resided in Ontario; this proportion was still 45 
_ to 46 per cent in 1961. Ontario families thus constituted nearly half of all families 
_in the upper quintiles, but in both periods formed only one quarter of the families 
in bottom quintiles; in 1951, 36 per cent of families resided in Ontario and in 1961 
_ this ratio was 37 per cent. 


1 


| Between 1951 and 1961 the proportion of families residing within metro- 
_politan areas (cities with populations of 30,000 or more) rose and, correspond- 
ingly, the proportion residing in smaller centres declined—a not unexpected 
| development in view of the increasing urbanization of the population. Among 
, families, there was little change in the lowest and the two highest quintiles as 
_ between metropolitan and non-metropolitan areas. The lowest quintile predom- 
inantly consisted of families resident in small centres and rural areas and the upper 
quintiles consisted largely of families resident in larger cities. The greatest changes 
; occurred in the second and third quintiles, where in 1951 the majority of families 
in the second quintile resided in small urban communities or in rural areas but by 
1961 resided in larger metropolitan centres. The proportion of the third quintile 
| resident in larger centres also rose. The unchanging proportion of low-income units 
|in smaller centres in 1961 suggests that growth in incomes in small communities 


4. REDISTRIBUTION OF INCOMES THROUGH 
FISCAL POLICY 1951-1961 


The discussion in the previous sections is restricted to the distribution of 
| gross money income before personal income taxes. The Second World War led to 
lowering of personal exemption levels and to the introduction of a progressive 
income tax structure whose marginal rates are as high as 80 per cent. Direct taxes 
have been rising as a proportion of total taxable income. At the same time direct 
_cash transfer payments have been a rising proportion of income receipts. Most of 
‘the major social security legislation in effect in 1961 was introduced in the 
1941-1961 period as, for example, unemployment insurance, family allowances and 
“universal old age pensions. On a disposable income or after-tax basis, families with 
| equivalent current dollar gross incomes would have lower disposable incomes in the 
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postwar as compared to the prewar period. This raises the question of who benefits 
from and who pays for such redistribution and what is the effect of net 
redistribution on income inequality. 


The measurement of tax incidence and tax benefits by income level is 
exceedingly difficult because insufficient data usually make it necessary for 
researchers to make arbitrary assumptions as to where the tax burden falls and who 
are recipients of government expenditures.'* Government revenues are collected 
through many channels while the greater part of government expenditures takes the 
form of providing services to the population rather than through the transfer of 
money. For example, in 1961 the net revenue of federal, provincial and municipal 
governments in Canada was approximately $10.3 billion. Of this, only $2.1 billion 
consisted of direct income taxes on income earned by persons during the year. 
More was collected from various sales taxes and excise duties either at 
manufacturers’ level or the retail level. The conclusion has been reached by 
economists that indirect sales taxes as well as direct sales taxes are borne by the 
consumers of taxable goods.'* Other taxes such as corporation taxes may also 
indirectly be shifted upon consumers. Thus, many taxes are components of prices 
paid for commodities or services rather than taxes paid directly by families or 
individuals to various levels of government. Taxes are usually designated as either 
“progressive”, “proportional” or “regressive” taxes. ‘Progressive’ taxes are taxes 
that increase as a percentage of income as income increases, an example being the 
income tax that provides for a basic tax exemption for each taxpayer and his 
dependants and then has rising rates of taxes as the size of taxable income increases. 
“Proportional” taxes are those that are an even percentage of income regardless of 
the size of income. A “regressive” tax is one bearing proportionately heavier on low 
incomes than on high incomes. For example, low-income groups usually spend a 
higher share of their income than higher income groups which usually save more 
and a higher proportion of their expenditures is likely to be on commodities subject 
to sales taxes.!® Such taxes then may be a higher proportion of low incomes than 
of high incomes. Another tax that tends to be regressive is the property tax. 


Since the 1940s social security legislation has resulted in large out-payments 
to the population such as old-age pensions, family allowances and unemployment 
insurance and it is often assumed that these are major factors in rising government 
expenditures. In fact, in 1961, direct cash payments to the population accounted 


14 Onty two comprehensive studies have been attempted for Canada of tax incidence and 
benefits: The Burden of Canadian Taxation by Irving J. Goffman (Canadian Tax Paper No. 29), 
Canadian Tax Foundation, Toronto, 1962 and The Incidence of Taxes and Public Expenditures 
in the Canadian Economy by W. Irwin Gillespie, Studies of the Royal Commission on Taxation, 
No. 2, Ottawa, 1966. 


1S cee, for example, John F. Due, The General Manufacturers Sales Tax in Canada, | 
Toronto, 1951, and Irving J. Goffman, The Burden of Canadian Taxation (Canadian Tax Paper 
No. 29), Canadian Tax Foundation, Toronto, 1962. 


16 For example, see Gillespie, op. cit. 
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for only $2.2 billion of total expenditures of $11.8 billion by all levels of 
_ government. The remainder of government expenditures was largely allocated to 
the provision of goods and services. Some examples are health care which 
accounted for $1.0 billion of government expenditures, the construction of 
highways, roads and bridges which required $1.1 billion, education $1.8 billion and 
defence services $1.6 billion. Some of these expenditures may benefit nearly every 
resident in the country, as for example, expenditures on the provision of 
transportation facilities and on defence. Other expenditures may directly benefit 
only those segments of the population using the facilities provided; for example, 
the major beneficiaries of education expenditures would be families whose children 
attend educational institutions while expenditures on health care may have been of 
benefit only to families needing hospital or other health care facilities during the 
year. The allocation of the amount of such benefits by income levels presents serious 
statistical problems, and in many instances can be attempted only on the basis of 
_ the most arbitrary assumptions. 


The few studies that have been carried out for Canada have concluded that, 
on the tax side, some taxes are progressive, some are proportionate to income, some 
are regressive. The study carried out for the Royal Commission on Taxation 
concluded that, for federal taxes in total, the federal tax structure was regressive at 
the lowest end, that is for family units with money incomes below $2,000, and 
_ progressive above this level; provincial and local taxes were also regressive below 
$3,000 and, on balance, proportionate above this level. For all taxes combined, the 
tax structure was very regressive for the lowest income groups, proportionate for 
the middle income ranges and progressive at the highest end. This, however, is 
balanced by the fact that when benefits from government expenditures, in total, 
both through direct transfer payments and goods and services, are allocated by 
income level, the lower the income the greater the benefits relative to income. For 
family units with incomes below $4,500, a positive redistribution occurs when the 
value of benefits received is compared with the amount of taxes paid; within the 
- income range $4,500 to $7,000 the redistribution changes from positive to negative 
and above $7,000 is negative.’ ” 


TAX INCIDENCE AND TRANSFER PAYMENT RECEIPTS 
BY INCOME GROUPS 1951-1961 


The Royal Commission study covered the year 1961 while the earlier study 
_ sponsored by the Canadian Tax Foundation was for 1957. There are no similar 
estimates available for Canada for any other time period on long-run trends and, 
' thus, no data on the effect of government policies on the redistribution of incomes 
over the past several decades. For the purposes of this monograph it has been 
- possible to develop statistical series for selected years between 1951 and 1961 on 


17 See Gillespie, ibid., Chap. 4, ‘‘Net Fiscal Incidence”’. 
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one aspect of redistribution in Canada—the incidence of personal income taxes and 
the incidence of benefits received through social security payments in a cash or 
money form. This allows for an estimate of the net effect on money income of 
taxes and transfers. 


A number of qualifications must be made about these estimates. First, 
receipts of unemployment insurance are included under transfer payments received, 
although such payments are financed out of employer and employee contributions 
to the unemployment insurance fund and not out of general tax revenues. 
Employers can obtain exemption from payment for employees in certain 
occupations, and certain industries such as agriculture are also not required to 
contribute. In general, employee contributions would probably originate largely in 
the two or three lowest quintiles of the income distribution. Such contributions 
should have been added to the income tax payments of these groups to be balanced 
against receipts of transfer payments before net incidence is derived. For technical 
reasons this could not be done. 


For the years under study employee contributions to the unemployment 
insurance fund were as follows: 1951, $76 million; 1954, $79 million; 1957, $95 
million; 1959, $102 million; and 1961, $138 million. 


Another problem with the allocation of taxes is income taxes collected by 
provinces. In 1951, only the federal government levied direct income taxes; since 
then the federal government has vacated some of the direct income tax field and 
allowed provinces to set their own rates. In the case of all provinces, except 
Quebec, the federal government acts as the collector of provincial as well as federal 
taxes and remits these collections to the provinces. The province of Quebec collects 
taxes directly from provincial residents. The estimates of tax payments in this 
chapter are based upon data published by the Department of National Revenue on 
taxes assessed on behalf of the federal government and the provinces for which the 
federal government acts as an agent. It therefore excludes Quebec income taxes and 
thus introduces some incomparability between 1951 data and subsequent years and 
understates the tax liabilities by income group for the selected years between 1954 
and 1961. However, the conclusions that can be drawn from the data may not be 
seriously affected by the lack of data for Quebec income taxes. 


For the years under study, Quebec income taxes were of the following 
magnitude: 1954, $25 million; 1957, $41 million; 1959, $55 million; and 1961, 
$85 million. 


From 1954 to 1959 inclusive, basic exemptions granted to Quebec residents 
were greater than exemptions allowed for federal tax purposes. Single taxpayers 
were exempt from taxes on the first $1,500 of taxable income and married couples 
on $3,000. It is probable, then, that for these years little of the taxes collected came 
from family units with incomes below $3,000 and even for units between $3,000 
and $5,000, because of the exemptions granted for dependants other than the wife, ’ 
tax payments were probably fairly modest. The bulk of payments were probably — 
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made by family units with incomes above $5,000. In 1961, exemptions were 
brought in line with federal exemptions so that more of the Quebec taxes in that 
' year may have originated with lower income groups. 


' Table 11.A.10 in the statistical Appendix to this chapter presents, data on the 
distribution of family units and gross money income before taxes, by size of gross 
/ income, as well as the distribution of taxes, disposable income and transfer 
| payments receipts by income class for selected years. The last column in this table 
_ shows the amount of net redistribution by income class. 


EFFECTS OF REDISTRIBUTION ON INCOME INEQUALITY 


Because little change is evident between 1951 and 1961 in income inequality, 
comments are restricted to comparing the 1951 and 1961 distributions. The effects 
of government policy can be examined from several points of view—the degree of 
inequality present when the income distribution is examined net of transfer 
payments as compared to the income distribution inclusive of transfer payments, as 
well as the income distribution on a disposable income basis, that is, inclusive of 
transfer payments but after subtraction of taxes. The Gini ratios on these different 
_ bases are shown in Table 11.7. 


TABLE 11.7—Gini Ratios, Selected Years 1951-1961 


Gross income 
less transfer 
payments 


Gross income 


in e 
Gross incom less taxes 


SOURCE: Calculated from Tables 11.A.10 to 11.A.14. 


These ratios confirm that the redistribution of income through the imposition 
of taxes and their redistribution through transfer payments has a substantial 
levelling effect on the income distribution. Gini ratios for the distribution of 
income from private sources, that is, exclusive of government transfer payments, 
shows much more inequality than the distribution of disposable money income. 
Since taxes and transfer payments were of negligible importance in the prewar 
_ periods, these comparisons may be indications of long-run trends in inequality. All 
‘ratios show little variation for the selected years shown. This suggests that the main 
impact of government policy on the income distribution probably occurred in the 


_ decade preceding 1951. 
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TABLE 11.8—Percentage Distribution of Family Units, Gross Income, 
Taxes and Disposable Income, by Income Groups, 1951 and 1961 


. Family | Gross bots 
Year and income group : : Taxes | posable | taxes to 
units income ; : 
income | income 
p.c. 
1951-— 
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5,000 — 5,999 6.5 
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7,000 — 7,999 7.4 
8,000 — 9,999 8.5 
10,000 — 14,999 10.8 


15,000 and over 


3 
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SOURCE: Special estimates prepared from Surveys of Consumer Finances and Taxation 
Statistics, 

Table 11.8 presents in percentage terms the distribution of incomes and taxes — 
by income level and the ratios of taxes to income. Over-all taxes as a proportion of 
income rose from 6.8 to 8.1 per cent of gross income; if Quebec taxes had been 
included in the 1961 estimates the ratio would have been somewhat higher, 
approximately 8.4 per cent. The ratio of taxes to income in 1961 was higher for 
most income levels in 1961 than in 1951. Since, for example, a family income of | 
$5,000 to $6,000 in current dollars represents a lower real income in 1961 than in 
1951, families in 1961 had an even lower disposable income in real terms. Higher ) 
taxes in 1961 seem to have been collected from the middle-income groups to a | 
greater extent than in 1951 and families with the highest incomes seem to have paid : 
a smaller share of taxes in 1961 than in 1951. For example, in 1951 some two per | 
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INEQUALITY BY MAJOR SOURCE OF INCOME 


cent of family units had incomes of $10,000 or more, received 10 per cent of gTOSs 
pre-tax income but paid 36 per cent of taxes. In 1961 the equivalent group 


appeared to be family units with incomes above $15,000 who were 1.5 per cent of 
family units, received nine per cent of gross income but paid only 25 per cent of 
taxes. The exclusion of Quebec from the estimates would not affect the results 
| significantly; it is unlikely to raise the top income group’s share of taxes by more 
than one or two percentage points. The growth in direct tax revenue, then, is 


partially the result of somewhat higher effective tax rates over the middle-income 
ranges accompanied by a substantial growth in incomes and population. 


THe over-all increase in the ratio of taxes to income was accompanied by an 
increase in government expenditures on transfer payments paid in cash directly to 
the population. Such payments have grown from S.1 to 6.8 per cent of total 
income so that higher tax rates have been partially compensated by higher receipts 
of transfer payments. In lower income groups, as might be expected, receipts of 
transfer payments exceeded income taxes paid so that, on balance, these groups 
were net beneficiaries. The reverse was true for higher income groups. The net 
amounts redistributed are shown in Tables 11.A.10 to 11.A.14 in the last column of 
each table. In 1951, cash transfer payments receipts exceeded direct income taxes 
paid for family units with incomes below $4,000. Below this income level, receipts 
of transfer payments exceeded taxes paid by some $265 million; above this taxes 
paid were in excess of transfer income receipts by $455 million. In 1961 the income 
level that separated positive from negative redistribution appeared to be almost 
unchanged. From the taxes distributed, the income groups below $4,500 were net 


| beneficiaries; however, if Quebec taxes had been allocated as well, the income 
group $4,000 to $4,500 would probably have shown greater tax payments than 
_ income benefits. Over the decade, the point of redistribution remained unchanged in 


terms of current dollars. In 1951 family units with incomes below $4,000 received 


58 per cent of transfer payments but paid 24 per cent of personal income taxes; in 


1961 they contributed only nine per cent of taxes but still received 58 per cent of 


| transfer payments. In 1951, three quarters of all family units had incomes below 
' $4,000. This means that only the top quartile in the income distribution paid more 
_ in taxes than they received in money payments of social security benefits. In 1961 


the under-$4,000 income group were only 46 per cent of family units so that less 


_ than one half of family units were net beneficiaries. 


5. INEQUALITY BY MAJOR SOURCE OF INCOME 
Although there appears to have been little change in income equality for the 


| income distribution in total, there is some evidence that inequality changes have 
occurred among some groups of family units and that the over-all stability of the 
indices may result from compensating movements in the inequality prevailing 
_ within certain groups and structural shifts between these groups. Tax incidence was 


originally estimated separately for families by major source of family income — 
professional 
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practice, and other money income (investments, transfer payments or retirement 
pensions). The data discussed in the preceding sections of this chapter were the 
statistics for these three types of family units combined. When these groups are 
considered separately some changes appear to have occurred among several of these 
sub-groups. Table 11.9 summarizes the Gini ratios for the before-tax and after-tax 
incomes of family units by major source of income for selected years. 


TABLE 11.9—Gini Ratios by Major Source of Income of Family Unit for Gross Income 
and Disposable Income, Selected Years 1951-1961 


Major source of income 


Net income 
from self- 
employment 


Year 
money 


Gross income— 


©, 686 0) 0) 6 «6 Kobe) 6) shone (oy ONren @ geen 1m 6 (686i 6 
Ce 0) 6 6.56) 0 on 6116: te 0-6) 18/5 0)5 6, 81 8 Le) (0) 16710) 18e 
Chae Ue qene (ever eme (ere OTe rue he Cpe © ome neue 
ovate reiie) (6: 10 Bes.6%7e etre fer 0) one neve rene “e610 Fe. 


e. 0's ‘elke 'e (oe) 0 lie oe 6) @ 0 “elle e! (ele “erfeLler's 


6 bate, wile he ueme: € lae( ie. 6 16! 16 16.18 1e “eller eo 106 


0, 0) O10) CUNO) OHSAS aeice! 100 Ad. Or,07-O. 0 4) 0) '0> Or Leite) ce 


o), ae eiken wile eGo (6 Oe 019 Ue. 'O2'e. (0. Re Re viene. @ 


@ eet ehie (e616, af 6: 9:0 "8 6.10: \@:'@. 4 Fe pel ‘eure 6 


SOURCE: Calculated from unpublished estimates. 


The estimates suggest that there has been no change in the degree of 
inequality in the income distribution of wage-earning families while the families ) 
whose income originated in self-employment and families whose income was 
derived largely from investments, pension and transfer payments had more equally 
distributed incomes in 1961 than in 1951. The self-employed were a significant 
element in upper income groups while families whose income was largely from 
sources other than earnings tended to be concentrated in lower income groups. 
Wage-earning family units remained a relatively constant proportion of all family 
units; somewhat over three quarters in both 1951 and 1961. Families of the | 
self-employed were 10 per cent of family units in 1951 and only seven per cent in | 
1961. The proportion of family units dependent mainly upon non-earned sources — 
of income rose from 12 per cent in 1951 to 15 per cent in 1961. The net effect of | 
movements toward greater equality among some family types along with the | 
changing importance of income sources was to leave the inequality of the over-all | 
income distribution unchanged. 
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EFFECT OF TRANSFER PAYMENT RECEIPTS AND 

INVESTMENT INCOME ON INEQUALITY 

| The trend toward greater equality of incomes among families whose income 

| was from sources other than earnings probably resulted from the increased 

importance of transfer payments which, to a considerable extent, accrued to lower 

_income groups and the diminished importance of investment income. However, an 

examination of the over-all income distribution, that is, for all families combined, 

suggests that between 1951 and 1961 transfer payments, in total, did not have a 

more equalizing effect upon the income distribution in the latter year than in the 
_ earlier year. 


| A qualification must be made about the comparisons for the two years. The 

1951 estimates are based upon survey data while the 1961 estimates are based upon 
census statistics. The census statistics show a somewhat higher proportion of 
income as being received by the top quintile than do survey results for the same 

period. Differences between the estimates for both years may be simply a reflection 
of the fact that the census income distribution was somewhat more unequal than 
_ the survey estimates. 


Census estimates of investment income receipts appear to be better than 
survey estimates. Despite some difference in coverage, Gini ratios calculated from 
survey data for 1951 and census data for 1961 suggest that investment income was 
neutral in its effect on income inequality; incomes inclusive of investment income 
_ were as unequally distributed as incomes exclusive of investment income. 


The Gini concentration ratios for total income for the income distribution 
exclusive of transfer payments and the income distribution exclusive of investment 
income for the years 1951 and 1961 are shown in Table 11.10. 


TABLE 11.10—Gini Concentration Ratios for Distribution of Total Income, Income Exclusive 
of Transfer Payments and Income Exclusive of Investment Income, 1951 and 1961 
ES CUES eal Rk lla aaa al gl lant aad ca be a 
Income exclusive | Income exclusive 
of of 
transfer payments | investment income 


Type of unit and year Total income 


All family units— 
MOSM Mam eee sete ate 


SOURCE: 1951 ratios calculated from unpublished data from Surveys of Consumer Finances. 
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Transfer payments affected the income distribution of unattached individuals 
to a greater extent than families; incomes other than transfer payments were less 
equally distributed among unattached individuals than among families. In 1961, for 
example, 12 per cent of unattached individuals had only transfer payments as a 
source of income; the equivalent percentage among families was only three per 
cent. This was undoubtedly due to the growing proportion of unattached 
individuals in older age groups who increasingly have come to rely upon transfer 
payments, especially old age pensions, for their income. For example, in 1961 one 
third of unattached individuals had incomes below $1,000 and received seven per 
cent of total income of unattached individuals, including transfer payments. If 
individuals are classified by size of income other than transfer payments, then 
nearly 40 per cent had incomes below $1,000 but received only four per cent of 
income exclusive of transfer payments. The inclusion of transfer payments, as 
might be expected, raised the income shares of lower income groups. 


Investment income, however, had a somewhat different effect. As the 
discussion in the Appendix on the quality of the income data indicates, investment 
income was under-reported on the surveys and the censuses. If the under-reporting 
was not proportionate, then the above conclusions about the neutrality of 
investment income might not be valid. Investment income as reported on the 
surveys and censuses tended to constitute an above average proportion of total 
income among the lowest and highest income quintiles and such receipts were very 
much age-related. Age is one of the most significant factors in explaining higher 
asset ownership.!® The concentration ratios shown in Table 11.10 suggest that the 
distribution of income, exclusive of investment income, was less equal than the 
distribution of income inclusive of investment income among unattached 
individuals; for families little change occurred in the ratios. For many persons living 
alone investment income represents modest returns from substantial wealth 
concentrations. It is possible, as well, that investment income in postwar decades 
might be more equally distributed than in the prewar periods. The wartime and 
postwar prosperity might have allowed for an accumulation of assets not possible 
during the prewar years. 


In summary, then, although over-all income distributions before and after 
taxes showed little or no change in income inequality between 1951 and 1961, a 


disaggregation of the data suggests that, in fact, some changes occurred for 
sub-groups. Much more disaggregation is necessary along with data on the shares of | 
income accruing to different family types for an adequate analysis of income | 


inequality. More census data and better survey data will be required for research 
purposes before more probing can be attempted. 


8 See, for example, page 18, of Incomes, Assets and Indebtedness of Non-Farm Families 
in Canada, 1963 (Cat. No. 13- 525), DBS Ottawa, July 1966, and Dorothy S. Projector, and‘ 


Gertrude S. Weiss, Survey of Financial Characteristics of Consumers, Board of Governors of the | 


Federal Reserve System, Washington, August 1966, 
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APPENDIX 11.A 
| TABLE 11.A.1—Percentage Distribution of Income Components and Total Income by 
Quintiles of Families and of Families and Unattached individuals, Selected Years 1951-1961 


Quintiles 
Income components 
First Second | Third [Fourth Fifth | Total 
Families 


951- 

Waces and isalariesige tis 4) Laie rt tele) sas. 
Net income from self-employment. . . 
ranster payamentse| ars evecsesis on eres 
UNVESEMENUAN COME eis ie isis tel «6 ce es 


(954-— 

Waresiandisalariesi@.rs(i|s\ipw ls) esrel es 
Net income from self-employment. . . 
MransterPayMentSweteiete (oie cl sve) 
ATIVESTINENIN COME Steet ne tones sie. eue 


957— 

ie Wages and salaries .... 2... 00s 
Net income from self-employment... 
MiransletspAaymMeNtSray cee ses < ais vo ace 
INVEStMENEANCOME sth cine cess 0) «) 
i 
959- 
jae Wages and salaries ....5.5..-6- 4.3 
Net income from self-employment. . . ed 
Rransferspay MEN eSaewey.wewowe cure we: lovee 33.9 


Investment income... . «<<... « 9.1 
Miscellaneousincome .......... 23.6 


Motalssincomema pone. <1: © a4. 6.8 | 13.4. | 17.8 | 23.0 | 39.0 | 


961- 
me vaces and salaries’... ......66- 
Net incomé from self-employment... 
MiLaNnsten PayINeNts, 9 ll i. ise ol eee 
ENVESHINeNtANCOME swe ree ne cs (0) +64. 
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TABLE 11.A.1—Percentage Distribution of Income Components and Total Income by 
Quintiles of Families and of Families and Unattached Individuals, Selected Years 
1951 - 1961 — concluded 


Families and unattached individuals 


pc; 
1951-— 
Wages:and:salaries <2 stp atc suer ste See" 100.0 
Net income from self-employment... 100.0 
sDranster DayinientS ean wea teats tele 100.0 
Investmentincomeci) seer oie en ele 100.0 
Miscellaneous income .......... 100.0 
Totals: incOmes. anew eld ovememen 100.0 
1954— 
Wagesrandtsalariesmy.u.s.01o) <es1cucueusn 100.0 
Net income from self-employment... 100.0 
Mransterpaymentsrrau.e- iene -menene 100.0 
Investment income.........+--. 100.0 
Miscellaneous income .........- 100.0 
ShOtals: InCOMema is rcaseeneie ten aeens 100.0 
1957—- 
WagcesandisalarieSm. tee iets chucks iene. 100.0 
Net income from self-employment. . . 100.0 
ransferpaymentse amen tena tt eters 100.0 
Investmentuncomens w.eaeneiconenere « 100.0 
Miscellaneous income .......... 100.0 
Totals incomes ee ee 100.0 
1959— 
Wares and'sdlaries sta. ssri eases. 100.0 
Net income from self-employment... 100.0 
Mransferipaymentsi se casusemen enone 100.0 
Investment income............ 100.0 
Miscellaneous incomes: <0) eeen ence 100.0 
MotalsSincomer.-).eesn.e tone 100.0 
1961— | 
Wages'and'salaries®:... 2322 sane 100.0. 
Net income from self-employment. . . 100.0 
iitansterpayments:..- secs ene 100.0 
Investmentancome.ue8-aca- ee ene 100.0 | 
Miscellaneous income .......... 100.0. 
Totalssincomes ar. <aeg eee eenene 


100.0) 


SOURCE: Unpublished data from the Surveys of Consumer Finances, except where other- 
wise indicated. 
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TABLE 11.A.2—Percentage Composition of Income Within Quintiles of Families 
and Families and Unattached Individuals, Selected Years 1951-1961 


intil 
Composition of income Quintiles 
Total 
Families 


1951— 
WagesiandSalaniess (5 3) .. 5 aieacha 's 
Net income from self-employment. . . 
rAnSicHPayIMeNnts!. 5 visi. . bs. cu. ss 
WNVESIMENC ANCOME, b aha. . % ciahe «3 


1954— 
Wwasesrand salaries: . 2 tu. ok sti. 3 
Net income from self-employment. . . 
Mransterspayments:. 3 fs... 6 sede 
INVESEMENE INCOME. 4 je ee cere oe 


19S57-— 
Wasesiand' salaries: (4. enim. 6% ssw 
Net income from self-employment. . . 
Mransten payments... 4. os) e-s 
ATIVESUTICNUANCOME. ay vr sso Sef so 


MLOtAIS MNCOMC s © shat, 6 shes, os 


--1959- 

Wiasesranc Salaniesinn fg fs » Yex'aphsy > 
Net income from self-employment. . . 
Wranster payments’. & 4... > s+ -« = > 
HAVESTIMENtINCOME, biachf stele eee 6 


| 1961- 

WacessandisalanicSs+ 6 sya 6s) <is, « 
Net income from self-employment. . 
firanskenpayanents\. 00 sisi + chic © « 
NVEStment inCOMe. | as. 62 eo. + > 
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TABLE 11.A.2—Percentage Composition of Income Within Quintiles of Families 
and Families and Unattached Individuals, Selected Years 1951-1961 — concluded 


Quintiles 


Income components 
First | Second Fifth | Total 


Families and unattached individuals 


1951— 
Wagesiand' salaries. 3 2... - 
Net income from self-employment. . . 
Transter payments. s)he) > 
Investmentincome.iaererene serene 
Miscellaneous income .......... 


TOtalssinCOMCaciemenmeaneacr on onens 


1954— 
Wagestandisalariesm@sl.u-lsuss en san ons 
Net income from self-employment... 
iransfermayimentsres.cl ween ster ences 
Investment income..........-.- 
Miscellaneous income .........+-. 


MOtalsANCOMEC y.wem- meee -der on ema 


1957— 
Wages and'salaries ..-...-.....- 
Net income from self-employment. . . 
Transierm payments meme ences 
Investment incomes... 1s 61-1) 6s 
Miscellaneous income ,......... 4.3 De 


7 0.8 0.7 0.8 
Totals; income yer. - + 61-1 os 


1959— 
Wages andsalaries ............ 
Net income from self-employment. . . 
(DransterpaymentSniu.) 1 -ncnewcn-nencn 
Investmentincomec rr. --0- enone 
Miscellancous:income~ -.. «++ «1 


MotalssincOMe vant eons we oes 


1961—- 
Wagesjandisalaniesim ics) temsnemenen i 
Net income from self-employment. . . 
ranstempaVviNents mc reeueeen enone 
Investmentincomesc. 2s eer enene 


DISTRIBUTION OF FAMILIES 


TABLE 11.A.3—Percentage Distribution of Families and of Families and Unattached 
Individuals by Major Source Within Qu intiles, Selected Years 1951-1961 


‘ : Quintiles 
Major source of income 
Families 


-1951- 

INORITICOME Bybee lie) is ike ch he hoc eZ 
APCS AIG SAlATIOS £0) 4.5). Ail ai oye uel « 
Net income from self-employment . . . 
shransterspayments) Wil cies < foie we 
MNAVESHMENtANCOMEe. septs a chek oe 


Masesand salaries). ¢./.ubs 6 steers « 
Net income from self-employment . . . 
Wiransterypayments lo) sek. 2 ede 
MVeEStimentuncOMe Mierke. + Gene - 4 


6957— 

INOHN COME Fates eshte ise ee 
Waresiandisalaniesia. = csf4k.'f dicis« 5 
Net income from self-employment . 
MiransterapavinicntS a.) ee. f raks «: 


Investment income. =. 4... . 2... « ; 


(1959- 


Miavesrangisalaniesa 2 aaa vc. kes © 
Net income from self-employment . . 

Miransterpayments: reese: + 2 se .na = = 
INVeStMentincOmemy esse = 2 Seas 5) 


INORN COMO Merwe etki ce cltercelye: lo) torte 
Wales andisalanicsm ob) f-sie «ith hots 
Net income from self-employment . 

ranster payments wasn ce ake 
Investment Income: oes. tak. 
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TABLE 11.A.3—Percentage Distribution of Families and of Families and Unattached 
Individuals by Major Source Within Quintiles, Selected Years 1951-1961 — concluded 


Income components 


1951- 
INOMNCOME. Fees nel esi Mes coi 
Wages and salaries.....-.---+-+-++> 
Net income from self-employment . 
Transfer payments ...:.....--:- 
Investment income .......-..--- 
Miscellaneous income.......---- 


PoOtals ain COMeC sucess eeu nea 


1954-— 
INOMNCOME cease eee) dean 
Wages and salaries.....----+-+-- 
Net income from self-employment . 
Transfer payments .......----- 
Investment income ......-.----- 
Miscellaneous income. ........-- 


MotalsyinCOmem.omcucecm-n een om- nous 


1957- 
INOMNCOMCReeee easier oars 
Wages and salaries. .....-.--+--- 
Net income from self-employment .. . 
Transfer payments .......- Pestcuciic 
Investment income .......-.-.-- 
Miscellaneous income. .......-+-- 


Motals,incomeses none wee one 


1959- 
INOMMCOME: kccsk atin on nen inoue alone 
Wages and salaries... ....-----> 
Net income from self-employment .. . 
(ranstem payments =. .)-9. seen 
Investment income ......5..... 
Miscellaneous income. .......-.- 


Thombs ones to oo 6 mo OS 


1961— 
INOMNCOMCIe  si5 Se ok Oe eee re 
Wages and salaries........----- 
Net income from self-employment . 
Tiransiempayments hy. | ene eee 
Investment income ............ 
Miscellaneous income.........-- 


Otalss INCOME creel me ted enemies 


Quintiles 


First | Second| Third} Fourth| Fifth 


Total 


100.0 
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Families and unattached individuals 


12 
77.0 


9.0 
2a 
0.3 


100.0 


1.6 
76.6 
8.3 
og 


1.6 
100.0 


2.0 | 
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DISTRIBUTION OF . UNATTACHED INDIVIDUALS 


TABLE 11.A.4—Percentage Distribution of Unattached Individuals and 
of Heads of Families, by Age Within Quintiles, 1951 and 1961 


Quintiles 


1951 


Jnattached individuals— 
UOC? OSS 5 Gavia eee 


On 6) 6) Oe We56, 4 Ch elas 6 © oe» » 


OS SCRE Lee) & by Sine % &) -e er Lee 
OP 8) CuO ee) e) Wwe wie) le Ve) fee bee |e 
Pe Le emis Le ie! Je) 6) 104 o) eS Se ee fe 


eowere eee ee eee ec we we we 


De Ce ce 61a le. leiue is @ © » eo 6 « 
SM O6) (Be [6,00 10) 0,16) 1e5 0 ©) eo 'e 6 @ 's 
S10 @! © 6 10.4 6 €. 00 0,0 0 2.0 » 
ee ee ee wo ew oe ee ew oe 8 


WulGN@ 0) 0) 8) 8) 6) 00 © @. e860 ¢ 


SEAT OVEL eens rame ar ce tresicwchavSokr once 
TOURIES «5 5. Ss gay paket aie Beteneeae 


lane, Fa Leh ie! a feel! le, ahs s. 2 eee 6 
eee) @ 6 0 0 0 6 s, 0 6 6 © 6 © 6 6 
CMB e.i6 16. 0s) «. 6 0 (6 24 & 6 6 8. 8 
wie @ @ 6 & © © © & @ 6 0 00 6 © © 
© ue 16) 16) @ 0. @ 4, 6. 6 8. se 16 96. \@:. 1@ 10 6 


Sees, (0) lea 6 1610s “ol 60 ele e © 


1) S, Ob ey 66. 6: Oe) Oe oe 0. 0 018 


Inattached individuals— 
URGE DE bE Gk ee 


ope 6) @ le te (6 6 S)'e7 6 » © ‘¢ © 6 


eo) 8) 0 1e) 8) 0,06 18:8 2) © 6 3) e 6 © 6 
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TABLE 11.A.4—Percentage Distribution of Unattached Individuals and 
of Heads of Families, by Age Within Quintiles, 1951 and 1961 — concluded 


Quintiles 
Age 
First Fourth | Fifth | Total@ 
p.c p.c. p.c 
1961 — concluded 
Families— 

Windere) Sicce eases ec lbeiek co egete 6 te 5.9 6.7 35) 

Daa ead is ho aCOne OD OAL Ol cates 16.3 271.9 29.1 

Sed Eb aes Oo EON Bo Re Or OF Onn Gd 16.2 235 31.1 

2 Wee Ney be care Al a Hang! IdM O GeES 14.7 18.1 19.7 

Doca  s oro Meso a Pac oo o Gad 15.4 133 i ; 

65 and Over... 2 see e ere ceees 31.6| 11.6 ; 


Pe AMIS ah tiie aE 


Families and unattached individuals— 


6.9 


UWndere25: soo) teks ts) cles modes < 

DSS AW. & 5 Cas ebs cckeMen ol oe podsre ce 21.3 
BS AAgR eas 6 ceebtcens che geese 23.0 
ASHES do AU eae MERA a oh Bae 18.9 
Woe Sb Ses eeay -Ghet cabED 6 DEDRO 0 theo ec 13.) 
GS and OVvereetare cee ieee re. 3 bebe is 16.4 


Tavis akon UE 100.0 


4 This column reflects the demographic changes for the universe in the survey sample onl 
rather than the total population. Comparisons with population estimates from a source such as 
the census are difficult because of differences in the universe covered. However, comparisons | 
with the census sample show that, for families, the age distributions of the surveys and the | 
census show agreement. | 


f 
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TABLE 11.A.5—Percentage Distribution of Unattached Individuals and of Heads of Families 
by Sex Within Quintiles, 1951 and 1961 


oC. oC. 


Quintiles 


Cc Cc oC. 


Type of unit and sex 


p. ° p. ° p.c, 
1951 
Unattached individuals— 

INIA. 6°56 Sct B Re 8 Rano. Bec ome. eeteC near 50.8 

TRAE ES oA CORRS ees erroroa : 49,2 
POTASH Mee tE Pon ieheirecs. shoes gexte|s 100.0] 100.0 | 100.0 | 100.0 | 100.0} 100.0 
Families— 

1 EVs ee Cee 81.3| 92.7 95.2| 95.1 94.7 | 91.8 

eile merase sees cee lie| cll vlisve fefie) ie) @ 0s 18.7 ies 4.8 4.9 Bie) 8.2 
ly TROtalSmemstemetesk ss od chenices) tents sete -« 100.0! 100.0 | 100.0 | 100.0 | 100.0} 100.0 
Families and unattached individuals— 

MEN alem es a) sc oa lelic satis) s ate es 58.4| 78.4 93.7 | 94.5 94.6| 83.7 

emialemmencamu cman. davlsibeitstietes:ens eegeaus.e 41.6| 21.6 6.2 5.5 5.4] 16.3 

MOtalSuma dcr ateta elst she 3 hore css 100.0] 100.0 | 100.0 | 100.0 | 100.0 | 100.0 
| 1961 
Unattached individuals— 
MBN AlCMN te ae cis oo ee oS eye e 8 32.2) 31.2 42.8 | 49.2 59.3| 42.9 

emnale ieee crcwer es «ck enone sate eh oe 67.8} 68.8 57.1} 50.8 40.7| 57.0 

TROGAIR "4 oo. 6G Gm RG O-Ome. nO Ome 100.0} 100.0 | 100.0} 100.0 | 100.0 100.0 
Families— 

MEN s16 “Gepn le ie poco neo aca 80.1} 92.0 94.9} 95.4 94.9| 91.5 
TCT Bsoce one nocmpeoec ORCC RU RDRCRONRE 19.1 8.0 5.1 4.6 5.1 8.5 
| hyn = ee eee eee 100.0| 100.0 | 100.0| 100.0 100.0 

Families and unattached individuals— 
MET 62°35 SR ee 52.0) 78.7 9 


Be) 94.0} 81.6 
CMAN a> a. a aces ee si 8 8 whe ee * 48.0| 21.3 1 6.0} 18.4 


89.1 
10.8 
Motalsv.2 fac. Hes Baers s 100.0] 100.0{ 100.0} 100.0 | 100.0 100.0 
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TABLE 11.A.6—Percentage Distribution of Families by Size of Family and by Number of 
Children Under Age 16 Within Quintiles, 1951 and 1961 


Quintiles 
Year and family size 
Family size 
pice 
1951-— 
2 PCTSONSHs. 5 weeds DP aae sw. doko eeee 29.8 
SUDETSONS ee ea acme teed ee 225 
4 DeELSONS Here he ee Bee ee 20.7 
5 or more persons 27.0 
Totals® <:\ ete 8 teen ke aeee se 100.0 
1961-— 
DSPELSONS yeh s HNN er SUS Pe ee ee ee eres 26.7 
SAPOTSOMS arc. tac: ten ee Meee snap eee a street 19.9 
APEISONSR aheu ee ek ER a eS 20.8 
5 or more persons 32.6 
Totals. & 5 AGh Oty SOS 100.0 
psce 
1951-— 
No*children™tt.. < eer ees os 45.8 
LS CHE dgpwtatouetig verenca mtercin at lc wewsctte oie 19.5 
Dchildsen (A scutes seats Greens 16.5 
Sichildrenivs ape ee soe 10.8 9.0 
ArOrnmore:childreners es ee ee we 1.4 8.3 9.8 ile 9.2 
Totalsies = ceewek Ciieces oak Swees F 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 
1961— 
No children 36.8 
dr childs 3.45 SA See ol oes : ‘ 18.4 
2schildreny cee cee ane eet 19.5 
S+ Children bee namccrverereoeaisnomostemias ‘ 12s 
4 or more children 129 


Potala sil. tee 100.0 
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TABLE 11.A.7—Percentage Distribution of Families and of Families and Unattached 
Individuals by Employment Status of the Head Within Quintiles, 1951 and 1961 


Quintiles 


Year and class of worker 


_ Families— 
RAIGSWOLKCT I MIA 6 det ois Bw 


pal GEWOLKCt Rei ilte se 8 cla ak, Ss. 8s | i ; 67.9 if : 80.6 
WO WNeACCOUM timed ts tte hea wie: co totes levies Ts 12.5 9.4 
NON ADOUT LORCE| clei gies tole as 6 ai 19. Bet 10.0 
ROLAISHU Reem ESL es OE ck Bayh. sis 100.0 | 100. | 100.0 | ea 0} 100.0 OY, 0 
1961 
Families— 
PATGRWONKC bE Mes ett e hee che els a as 43.6| 76.0 a : 84.7 TELM IP 
ACCOUNT daiitt bi diet as gad ois 4 i6 | 10.3] 11.8 4 , » , 11.4 
INO aADOUTOICE Ee ce fs 0s, oe in 46.1 Broke 2 : 4 15.4 


Dee meiuhor sc. l. 5 ca .!. 100.0 | 100.0 | 100.0 100.0 


Families and unattached individuals— 


PAIGE OLK EITM etre edb eee tone eer st 38.3} 68.4 84.0} 84.0 78.4| 70.6 
ORM VeKO Th Sa ee 4.1 11.4 8.3 9.8 14.9 9.7 
INO tine abOUT ORCC. 1, ere lst chokes 57.6 20.2 7.6 6.2 6.7 19.7 


joel ee ee 100.0 | 100.0 100.0 | 100.0 100.0 
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TABLE 11.A.8 — Percentage Distribution of Families and of Families and 
Unattached Individuals by Regions, Within Guintites, 1951 and 1961 


Year and region 


1951 


Families 


Atlantic Provinces ..... 
OucbeCa., see ae ee 
OntariOn . bot ahe & eres aires 


Totalstnsreossne oes ants 


Families and unattached individuals — 
Atlantic Provinces ..... 


Prairie Provinces ....... 
British Columbia ..... 


Totalsseise.. geese. 


Families — 


Atlantic Provinces ..... 


Totals ei tes 


Families and unattached individuals — 
Atlantic Provinces ..... 
Que beeen iit casera ee 
Ontaniowe yen eee ee 


Totals’ eee ose eee 


Sy te eC 


ksi es es) 6 


Soe. wie) @) Xe 


ee, .0, ene < 


oe ee ee 


ore ere: rene 


Sine eh 7 Key ne 


orem cha heen Once 


0 @ ee © 


Bie ees ee 


aimel el ol Lem cs 


eley #10. 10.6 


7 8) ee) 6. 1e 


e5e ee ee 


ei, ©), ey ey #, 


ee 959) og eae 


are, aye, ale 


vee 0) of ehletue 


Quintiles 
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11.0 


100.0 | 100.0 


pc 


11.9 
26.3 
36.1 
14.3 
11.4 


100.0 


12 
26.3 
36.3 
14.7 
LBS) 


100.0 | 100.0 


Ebi 
29.0 
She 
14.1 
10.1 


100.0 | 100.0 


92 
26.8 
38.1 
15.2 
10.7 


DISTRIBUTION OF FAMILIES 


TABLE 11.A.9 — Percentage Distribution of Families and of Families and 
Unattached Individuals by Place of Residence, Within Quintiles, 1951 and 1961 


Quintiles 


p.c. p.c. uC: p.c. Ae ic 


Year and place of residence 


1951 
_ Families — 
Metropolitanareas: 9 54. 4a css se : 65.8 
Non-metropolitan areas... 1... i. ; 34.2 
TORI. J oats Ale. couse seca 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


| Families and unattached individuals — 
Metropolitaniareas (i ii.itc 4.4.6 0. & 46.1} 48.8}; 53.2 59.3 69.4 | 57.0 
Non-metropolitan areas  ....... 53-9 | 51.2 | 46.8°| 40 30.6 | 43.0 


7 
TOI L Shiew i Siaee. | 100.0 100.0 


1961 
Families — 

Metropolitamareas | Acasa puns © 374d 9359) 0 6325 68.9 | 76.0] 60.0 
Non-metropolitan areas ........ 62.6} 46.1 | 36.5 31.1 24.0 | 40.0 

TROUAIS. 45 67g) Hes eee Ges meee 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 

| Families and unattached individuals — 

Metropolitantateas ie rtt) oc). ae se 46.6) 52.5 | 62.7 66. 89|Oeoe1 eO0!9 
Non-metropolitan areas ....... 53.4 | 47.5 | 37.3 33:20 224. 3 3951 


hc: ee pg Pe ee 100.0 | 100.0 
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TABLE 11.A.10 — Distribution of Gross Income, Taxes, Disposable Income 
and Transfer Payments of Families and Unattached Individuals, by 
Size of Income, Selected Years 1951-1961 


: Net 
Disposable Transfer aE 
income payments : 
bution 
(4) (5-3) 
$ >000,000 
Under $500 64 64 32 32 
$ 500-$ 230 230 66 66 
1,000 — 388 5 383 70 65 
1,500 — 592 16 575 53 36 
2,000 — 918 30 888 52 23 
2,500 — 1,298 39 1,259 69 30 
3,000 — PLZ 100 2,236 17? its 
4,000 — 1,526 85 1,441 60 —25 
5,000 — 2,959 223 2,736 71 —153 
10,000 and over 1,184 285 899 8 —277 
Totals4951) «2... oe" 183 ~189 
1954 
Under? $500" “se. ee 
$ 500-$ 999 
1,000-— 1,499 
1,500- 1,999 
2,000— 2,499 
2,500-— 2,999 
3,000— 3,499 
3,500 — 3,999 
4,000— 4,499 
4,500 — 4,999 
5,000— 6,999 
7,000— 9,999 
10,000 — and over 
Totals, 1954 


1957 

Winders O00) eaee a. et eee 
$1,000 — $ 1,499 
1,500— 1,999 
2,000— 2,499 
2,500— 2,999 


3,000— 3,499 
3,500— 3,999 
4.000-— 4,499 


4,500-— 4,999 
5,000-— 5,999 
6,000— 6,999 
7,000— 9,999 
10,000 and over 


Totals, 1957 ........ 
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TABLE 11.A.10 — Distribution of Gross Income, Taxes, Disposable Income 
and Transfer Payments of Families and Unattached Individuals, by 
Size of Income, Selected Years 1951-1961 — concluded 


| : NoJof Gross Disposable} Transfer] Net 
Year and income group family Froorte Taxes SA Py acne 
units bution 
(1) (2) (3) (4) (5) | (5-3) 
1959 
Mummers 1,000 2. 6). bss 460 233 ra 233 140 
mn000 —$ 1,499.2... 277 351 5 346 143 
mees00.— 9 14,999 sca. 273 473 6 467 143 
m,000— 2,499 ..)...... 288 652 231...) 631 | 100 
Me 2999 io us 311 856 25 831 83 
mo 34997). 385 1,245 55 1,190 53 
m0 3,999 i...) .. 356 1,329 62 1,267 26 
000 4,499° 0) 22). 372 1,568 92 1,476 24 
wee 49990) |... 327 1,551 80 1,471 10 
moon) 5,499 22... 294 1,541 98 1,443 ny Al 
ee 5,999. els es 240 1,370 81 1,289 =21 
moon 6,999 .,...,. 363 2,364 162 2,202 —79 
mo00— 7,999 225 1,686 130 1,556 = 
00 = 95.9,999 ode ssbhare s 230 2,079 158 1,921 —104 
myo00— 14,999 ..,.... 143 1,791 318 1,473 | =271 
m5,000 and over ........ 65 1,758 250 1,508 —231 
feeds 1959... : 20,847 | 1,543 | 19,304 —106 
1961 

Under $1,000 .......... 249 249 162 
| #1, C0 i 741 11 730 282 
Mor 2999. wk 1,442 46 1,396 216 
ms,000— 3,499 ...... 1,056 50 1,006 48 
ams,500— 3,999 ...... 1,284 58 1,226 37 
sma000— 4,499 ...... 1,503 94 1,409 2 
nma500— 4,999 ...... 1,673 96 ie i! =A 
mm000— 5,999 ...... 3,237 210 3,027 —63 
mo = 106,999) Jee. 2,753 198 2,555 —83 
BO ee 7,999 load. 2,055 153 1,902 -81 
pmes,000— 9,999 ...... 2,801 237 2,564 —150 
me0,000-— 14,999 ...... 2,313 251 2,062 —202 


lmio;000and over ...... 2,006 462 1,544 


73 
fie Totals 1961... =216 
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Appendix A 


1961 CENSUS OF CANADA DEFINITIONS AND CONCEPTS 


The census data upon which the analysis of income and other characteristics 
is based were collected on three questionnaires—(1) a basic population question- 
naire [Form 2A] which was applicable to all persons in the population, (2) a 
housing questionnaire [Form 2B] which was collected from every fifth private 
household, and (3) an income questionnaire which was collected from every person 
aged 15 and over in every fifth private non-farm household. 


1. QUESTIONNAIRES 


Population Questionnaire 


The reference date for the census was June 1, 1961. The basic population data 
were collected from all permanent Canadian residents and included Canadian 
persons temporarily abroad, as for example, the armed forces and members of the 
diplomatic service. The census excluded persons in Canada on a temporary basis, 
for example, tourists and members of the diplomatic corps. The following questions 
were asked: 


General Population Characteristics Relationship of each person to the head 
of the household, sex, age, marital status, place of birth, period of immigration of 
the immigrant population, country of citizenship, ethnic origin, religion, mother 
tongue, official languages spoken, education and school attendance. 


Labour Force Characteristics.—Persons 15 and over were asked whether they 
had a job during the week preceding the census. If they had no job they were asked 
whether they looked for work during the previous weeks. Those who reported they 
were not looking for work were asked whether they had a job at any time during 
the previous 12 months. Those persons indicating that they had a job or were 
looking for work or had worked during the previous year were asked the number of 
hours usually worked each week, the industry worked in and the occupation 
followed — either the current job or the last job held. Labour force participants 
were also asked to report class of worker — whether they worked for others on 
wages or salaries or as unpaid workers in a family business or whether they operated 
their own business with paid help or without paid help. All labour force 
participants were asked in how many weeks of the previous year they had worked 
for wages and salaries and the amount of the gross wage and salary income received. 
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Housing Questionnaire.—In addition to the population questions, every fifth 
private dwelling was enumerated on housing characteristics. 


A dwelling was defined to be a structurally separate set of living quarters with 
a private entrance either from outside or from a common hall, lobby, vestibule, or 
stairway inside the building. 


The following types of dwellings were excluded from the enumeration as not 
being private dwellings but rather institutional or collective dwellings: institutions 
such as hospitals, nursing homes, hostels, penal institutions, hotels, motels, tourist 
homes, boarding schools and university residences, convents and monasteries, 
lodging houses with 10 or more lodgers, construction camps and military 
establishments. In general, a private dwelling was usually a dwelling occupied by 
one person alone or by a family. In some instances private dwellings might contain 
lodgers but the number of lodgers could not exceed nine. 


Sample Questionnaire.—Every fifth dwelling which was sampled for housing 
information was also designated a sample dwelling for migration, fertility and 
income data. In these dwellings, after completion of the population and housing 
questionnaires described above, all residents of the sample dwellings who were aged 
15 or older were asked a series of questions on any changes in place of residence 
since June 1, 1956, and, in the case of married women, the number of children 
live-born. All persons or groups of persons occupying a dwelling constitute a 
household. 


In all sample households, except those located on farms, the questionnaires 
were then left for all persons aged 15 and over for completion of a series of 
questions on amounts and sources of income. Farm households were excluded from 
the sample because households operating farms were asked to complete question- 
naires for a census of agriculture. In the eligible sample household the income 
questions were to be completed by all persons aged 15 and over, not only those 
with incomes. Enumerators made a return visit to households to pick up completed 
questionnaires. 


For census purposes, a farm was defined as a holding of one or more acres 
having sales of $50 or more of agricultural products during the twelve months 
preceding the census. It should be noted that all dwellings or households located on 
farms were not sampled for income statistics, not simply dwellings occupied by 
farm operators. Some dwellings excluded from the income sample may have been 
occupied by persons who were retired or who were working but not engaged in 
farming as an activity. Conversely, some farm operators reside off their farms and, 
as a result, were included in the income sample because their residence was 
considered to be a non-farm residence. Statistics on labour force characteristics 
indicate that 225,000 males and 117,000 females resident on farms were in the 
labour force and were working as other than farm operators. Some of these would 
have been unpaid family workers working on family-owned farms but more than © 
half these persons were in non-farm occupations. All of these persons were omitted 
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from the income sample while, in total, the weighted income sample estimates 
included approximately 20,000 farm operators who were resident off farm. In- 
come statistics for this group would be incomplete since the census questionnaire 
did not include income from farming operations among the income components. 


2. RECONCILIATION OF SAMPLE ESTIMATES WITH POPULATION 
DISTRIBUTION 


The sample was weighted for all census tracts, cities of 30,000 and over and 
counties to the population total of persons aged 15 and over resident in private 
non-farm households in tracts, cities and counties. Separate weights were assigned 
using sex and class of worker as the weighting factors. For the total population aged 
15 and over, Table A.1 presents a partial reconciliation between the sample and the 
national population. 


Age distributions are not available for all groups excluded from the twenty 
per cent sample so that a complete reconciliation cannot be effected. As well as 
farm residents, other categories of population excluded for sampling purposes were 
Canadians temporarily resident abroad and population which was missed during the 
regular enumeration and enumerated late. This latter group includes families or 
_ persons who reported that they were missed during the main enumeration or who 
| were reported as being missed by postal authorities as a result of a postal check. In 
theory, the adjustments should have been made for population missed during the 
_ initial enumeration but it was impossible to separate this group in such a way as to 
obtain estimates for weighting purposes. The largest category of Canadians 
| temporarily resident abroad were military personnel and their families. These are 
_ probably concentrated in the 25 to 34 age group, the age group for which the 
_ discrepancy is greatest. In total, 47,000 persons of all ages were enumerated abroad 
_ while 55,000 persons of all ages were enumerated after the main enurneration was 
_ completed. 


3. DEFINITIONS 


Total Income 


Each household resident in the non-farm sample households was asked to 
report total income received from the sources listed below. The time period 
involved was the 12 months ending June 1, 1961 or, alternatively, if this information 
__was not available, the income received in the calendar year 1960. For net earnings, if 
_ the respondent could not report earnings for the 12 months ended June 1, it was 
_ suggested that he report either 1960 earnings or the earnings for the latest fiscal 
__ year. Income was defined to consist of the following components. 


1The total number of farm operators in Canada on June 1, 1961, was approximately 


393,000. 


311 


APPENDIX A 


“AI ‘IOA 0} UOKONpoOIsU] ‘TSS-86 “TIN ‘epeueD jo snsueD 1961 ‘SAd :AOUNOS 
‘uoretndod wie [eins oy} JO Jey} se oes OY} SEM JOAO pUe ST pode 


uonsodoid ay} 3eY} poulnsse sem 71 PUB ST O‘SS SEM [B}0} OY] ‘seas UBQIN Ul jUEpIsos uonetndod wiej JOj ofqepeae yOU Ie SUMOPYeOIg O3Y P 


69STI 6SS‘T- 6698 9S8‘°ZE oI I8s‘Zs @ Mal é@uinivette) 0) ob eh l6n oe @) 0 0 6 Sle ‘eRe ©. Ai (eelcen 616) Sune) 16 Aouedolosiq 
Sorc OLS 79'S IELCe CYOS IALST SPL.Cal PPE SPiccasCLE FOLOls) <8 a = ee EMU SS g[dures jusd-Ied 07 JemoV 
POTSe er tal LIC LCOS |n9CSCS0 Ge IEC PO SLI-C 1) OOLSPE CuteSL EST OL © 2” SB IED StU ae pojdures uonetndog 
96S‘€ 6£9‘0I $¢9°9 o0€‘'s 8ZL‘8 868 VE pig Mie AR Oo pe oe ee ae GUOLE[DGOG ULEy Uday 
079°TT 9T6‘ST7 0S7°97 CEL St Tpr‘'st 6E6 TTT Ferriss ses sess ss + ssorppe jusueuled ye you uonendog 
T9L‘EE SOE‘89 00€ 6E 0767S 070°96 90€ ‘067 Terese sss ss ss s+ + sproyasnoy sAl}da][OO UT yUSpIsoY 
8€0°09 S9TEE 979°ST L98‘vT €80°6T 788 ‘THT ritey, Ear Se 9 Re ST ae et See “ee SUO (ieee sossorelay 
SESEET 76 ‘S6E 616°9b7 097‘L6T cegtpze | OLLS6TT [occ ttt °° uonendod uney [emmy 
v6S 509° 679° $00‘r SE6‘E ILL‘€T rrr rss sess ss ss SQHOPLIOL WSOMYVON Ul JUSpIsoY 
Lev pvz LS9‘9ES 6SE‘LEE 790°E0€ SPO'ILe | ZLS'TOBT [oC ot * efdures uso rod 07 woly popnpoxy 
PCLIGC Tal PEGHOL © IEC88 68S C ELOL EShC | SUC 9IS SC SCE OPOCI |” eke Ee uone[ndod ut roquiny 
-ejndod ulo}] 
dnoi3 asV [e101 


spjoyesnoyy wuey- 


LOGL ‘uoNe|ndog je304 pue 
UON 82eAlg U! JUAPISeY 48AQ puUe GI peby UO}ejndog UseMmjeg UO!eIINUOIBY— LY ITV L 


S14 


APPENDIX A 


(a) Income from Employment 


Wages and Salaries.—Gross cash wages and salaries earned before deductions 
for such items as income tax, unemployment insurance, pension contributions or 
other similar deductions. Wage and salary income includes money received as 
commissions, tips and piece rate payments. Payment in kind, as, for example, free 
room and board provided an employee, was not included in the income reported. 
Members of the armed forces not resident in military camps were included in the 
sample and all cash income received as military pay and allowances was reported as 
wages and salaries. This is at variance with the definition of wages and salaries in 
other DBS statistical series. Intercensal estimates of the labour force are restricted 
to the civilian labour force and estimates of aggregate wages and salaries do not 
include military pay and allowances as a component. In total, approximately 
67,000 of the persons with income were members of the armed forces. Nearly two 
per cent of the income reported as wages and salaries appears to be military pay and 
allowances. 


Net Earnings from Own Business or Professional Practice.—Net earnings were 
defined as consisting of gross receipts minus expenses from a business or 
professional practice which the person operated himself or in partnership. All of the 
net earnings were to be reported whether withdrawn for personal use or retained in 
_ the business. The earnings reported were not to include rental income received from 
the rental of real estate or dividends received from stock ownership in any 
| corporation which the person owned. These were considered to be receipts of 
investment income. To arrive at an estimate of net income, individuals were to 
deduct only current business expenditures, not personal and living expenses. They 
_were also to exclude capital expenditures on the purchase of land, buildings or 
machinery or permanent improvements of existing buildings. 


The earnings question was restricted to earnings from a business other than 
farming. Income earned from the operation of a farm was to be excluded because 
all farm operators were asked to complete a further questionnaire concerning their 
_ farming operations. The data collected on the farm questionnaire were not matched 
with the population data as the questionnaire did not contain information on net 
farm income. Because of the exclusion of farm income, the incomes reported by 
_ those farm operators resident off-farm are incomes from off-farm sources only. 


(b) Government Transfer Payments 


Family Allowances.—This item of income was reported by the mother or, if 
the mother was not a member of the household, by the legal guardian. It was 
decided for analytical purposes to combine this income with the income of the 
father, where present in the household, rather than to consider this as the income of 
the mother. If this change in treatment had not been adopted the proportion of 
women shown as having no income would have been sharply reduced and the 

“number of income recipients with incomes in the lower income brackets, especially 
that under $500, would probably have been higher by at least one million income 
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recipients. The income distribution of women, except in the case of widows and 
women separated from their husbands, is the income distribution exclusive of 
family allowance receipts. 


Old Age Pensions.—Receipts of old age assistance payments from the 
provincial governments to persons aged 65 to 69 and federal old age pensions 
payable to persons aged 70 and over. 


Other Income from Federal, Provincial and Municipal Governments.—This 
includes the following types of income receipts: veterans’ pensions, war veterans’ 
allowances, pensions to widows and dependants of veterans, unemployment 
insurance benefits, workmen’s compensation, cash relief payments, mothers’ — 
allowances and pensions to the blind and disabled. Not included were retirement ; 
pensions paid to retired government employees or former members of the armed 
forces or the RCMP which were to be reported as retirement pensions. 


(c) Investment Income 


Bond and Bank Interest and Dividends.—Dividends received from stock 
ownership, bond interest and bank interest on deposits. 


Income from Other Investments.—This included interest earned on mortgage _ 
investments, net rents from real estate owned and leased to others, regular income — 
from an estate or trust fund, interest from loans or interest received on deposits in | 
trust companies and credit unions. | 


(d) Other Income | 


Retirement Pensions.—Pensions arising from the previous employment of | 
either the person reporting or of a relative. Respondents were to include any 
lump-sum allowances paid upon retirement but not refunds of pension fund | 
contributions collected because an employee resigned. Pensions of retired civil | 
servants as well as retired armed forces personnel were reported here as well as | 
pensions received from private employers. 


Other Money Income.—This included other income sources not reported in | 
any of the above categories as, for example, alimony, net income from roomers and _ 
boarders, income received from abroad, income from annuities or periodic | 
contributions for support from persons not resident in the same household. | 

The following types of cash receipts were not considered to be income: gifts, — 
income tax refunds, capital gains or losses on the sale of investments or property, 
receipts from the sale of assets, inheritances or bequests, lump sum receipts from 


insurance policies, and gambling gains. 


Age { 
This is the age at the last birthday before June 1, 1961. | 
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Major Sources of Income 


These are the income components which constitute the largest components of 
the total income of an individual or family. The classification used was: (a) wages 
and salaries, (b) net income from self-employment, (c) government. transfer 
payments, and (d) other income (investment income, retirement pensions or 
miscellaneous income receipts). In most instances the major source of income 
would comprise more than half of the total income of the individual or family, 
although it is possible where the individual had more varied sources of income that 
the largest individual item might account for less than one half of the income. 


Marital Status 


Persons who were separated from their husbands or wives were classified as 
married. Persons whose marital status is “other” consist of widowed or divorced 
persons. 


Relationship to Head of Household 


In a household occupied by a married couple the husband was considered to 
_ be head of household. In households consisting of one parent the parent was 
| considered to be head of household regardless of the parent’s age or dependence. In 
_ some of these cases, the parent might not actually be responsible for the financial 
| maintenance of the household. However, where the household occupants included a 
_ parent and married children the person designated as head of household was the 
person mainly responsible for the maintenance of the household. In other types of 
households, household occupants were asked to designate the person considered to 
be the head of household. 


| Labour Force 


| The census asked a series of questions on the labour force participation of 
| persons aged 15 and over. Respondents were asked to answer the following 
_ questions: Did you have a job of any kind last week? (If no) Did you look for 
_ work last week? (If no) Did you have a job at any time in the past 12 months? 


The current labour force consists of all persons answering “‘yes” to either the 
first or the second of these questions — that is, persons indicating that they had a 
job at the time of the census or were looking for work. The total labour force for 
the year or the gross labour force would include persons answering “yes” to the 
_ third question as those replying in the affirmative to the first two. In the analysis in 
Chapter Three labour force participants are those persons with labour force 
attachment either currently or during the previous twelve months. Statistics are 
_ usually shown separately for those in the current labour force and for those not in 
| the current labour force. Most of the analytic data in Chapter Four refer to the 
| current labour force. 
Income recipients designated as not in labour force are those persons aged 15 
| and over who answered “no” to the three questions on labour force experience. 
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Class of Worker and Occupation 


Persons answering “yes” to any of the three questions on labour force 
participation were asked a series of additional questions about their current or last 
employment — number of hours usually worked each week, name of employer, 
kind of business or industry, kind of work carried out in the industry. 


For the occupation followed, respondents were asked the class of worker — 
whether they worked for others, either as wage or salary earners (employees) or as 
unpaid family workers or whether they operated their own business (self-employed) 
with or without paid help. 


Wage and salary earners or employees are persons who work for others for 
wages or salaries. They include persons working for tips or commissions or for room 
and board, as well as persons paid fixed hourly rates or monthly salaries. Unpaid 
family workers are persons working without pay on a farm or in a business operated 
by a member of the family as, for example, a wife working asa sales clerk in a store 
owned by her husband. Self-employed workers are persons working for profit or 
fees in their own business, profession or trade. 


The analysis in this study is restricted to an analysis of earnings by 
occupation and not by industry. The occupation describes the kind of work 
engaged in, as, for example, sales manager, civil engineer, bus driver or stationary 
engineman. Some of the analysis of earnings in the text is for major occupation 
groups and some for detailed or selected occupations. A list of the detailed occupa- 
tions and the broad occupational groups is given at the end of this Appendix. For 
more information as to the occupational classifications, the DBS 1961 Census of 
Canada Occupational Classification Manual should be consulted. 


All persons in the labour force were asked to report in how many weeks they 
worked for wages or salaries in the 12 months preceding the census. Persons 
reported the number of weeks in which any wage and salary work was done, not 
the estimated weeks worked. That is a sales clerk working one day a week for 52 
weeks would answer 52 weeks, as would a sales clerk working five days a week the 
year round. This question was not restricted to wage and salary earners in the 
current labour force because it referred to the previous year and persons with 
labour force experience may have changed their class of worker status during the 
period. All persons indicating that they had worked for wages and salaries were 


asked to report gross wage and salary income earned regardless of current class of — 


worker status. 


For analytic purposes in Chapter Four, full-time wage and salary earners were 
considered to be those persons who reported working in 49 to 52 weeks during the 


previous 12 months and who usually worked 35 hours per week or more. Such a | 


categorization assumes that the number of hours reported was representative of the | 


work patterns of the previous year, while, in fact, it may only represent hours being 


worked at current employment. If hours reported were not representative of most | 


of the year’s employment this may result in some misclassification of full-time 
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versus part-time workers. This misclassification may, of course, result in an 
understatement as well as an overstatement of the number of persons working 
full-time. 


The series of questions on labour force activity were asked on the census of 
all persons aged 15 and over. In addition, as indicated above, income questions were 
asked of the persons aged 15 and over resident in a 20 percent sample of 
non-farm households. Respondents were asked to report amounts received of each 
of the income sources itemized earlier in this section. The questionnaire included a 
question on amount received as gross wages and salaries although a question on 
these receipts was on the main questionnaire. There were several reasons for this 
repetition. The main questionnaire asked for the reporting of wage and salary 
income to the nearest hundred dollars where earnings were less than $12,000. For 
those earning more than $12,000, respondents were only asked to report whether 
earnings were $12,000 to $15,000 or over $15,000. On the sample questionnaire 
respondents were asked to report the actual amount to facilitate deriving total 
income and average income figures. 


Further, the main questionnaire was completed by the enumerator while the 
sample questionnaire was completed by the individual. The enumerator, in many 
instances, may not have obtained earnings data directly from the individual 
concerned but from some other member of the household, such as the wife. Where 
reporting is second hand there is the possibility that reporting may not be as 
accurate. Collecting the data twice by two different methods of enumeration was 
also intended to be a test of the consistency of reporting under different 
enumerating approaches. 


Income from Employment 


Income from employment as defined for purposes of this study consists of 
total receipts of income earned either as an employee or on own account, that is, 
the total amount reported from wages and salaries plus net earnings from business 
or professional practice. With few exceptions which are indicated, the data on 
income from employment used in this monograph are the data collected on the 
sample questionnaire. 

It should also be noted again that the questions in respect to earnings were 
restricted to earnings in cash and did not include estimates of reimbursement in 
kind such as free room and board. Certain categories of workers such as unpaid 
family workers may not have received any money earnings. In total, approximately 
51,000 males and 58,000 females classified as being in the current labour force 
reported no cash income from employment. 

In all tables analyzing total income receipts of individuals or total earnings of 
the labour force, all median and average income figures are calculated only for those 
persons in receipt of income or earnings. 


Bid 
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Schooling 


Persons are classified by the highest grade or year of schooling ever attended 
at the elementary, high school or secondary school or university level. Although for 
those with university training information was obtained as to whether the person 
secured a degree or whether they attended but did not obtain a degree, the 
questionnaire did not differentiate between high school graduates and non-grad- 
uates. In some provinces, the high school curriculum is only four years and in 
others it is five. For university entrance purposes some universities consider that 
completion of the fifth year of high school is equivalent to completing one year of 
university, Possibly, therefore, completion of four years of high school should be 
considered as high school and the fifth year of high school should be considered as 
some university training. For analytic purposes it might have been preferable to 
tabulate separately persons with four years and persons with five years of high 
school training. 


Place of Residence 


In the 1961 Census urban areas were defined as all cities, towns, and 
villages with populations of 1,000 and over as well as the urbanized fringes 
of (a) cities classed as metropolitan or other major urban areas and (b) certain 
smaller cities if the city together with its urbanized fringe was 10,000 population 
or over. The remainder of the population was classed as rural. 


Metropolitan Areas 


Metropolitan areas relate to groups of urban communities in Canada which 
are in close economic, geographic and social relationships. With two exceptions, 
St. John’s, Nfld., and Saint John, N.B., they consist of urban agglomerations of 
100,000 or more residents. The metropolitan areas of these two cities were just 
below 100,000 in population. 


4. INDIVIDUALS AND FAMILY UNITS 


As already indicated, the income statistics on the census were restricted to 
the incomes of persons resident in private non-farm households. The data collected 
were tabulated on two demographic bases: (a) the incomes of individuals, that is, 
the income distribution of the population aged 15 and over, and (b) the incomes of 
families and persons not in families. The income distribution of individuals is 
discussed in Chapters Three and Four and family incomes in Chapter Six. 


Table A.1 reconciled the universe covered by the 20 per cent population 
sample and the total population aged 15 and over on June 1, 1961. Tables A.2 and 
A.3 present further reconciliations between the estimates based upon the sample 
and the total population. Table A.2 shows the total current labour force in Canada 
as of June 1, 1961 and the numbers in the current labour force resident in private 
non-farm households, as of that date, by broad occupation and sex of worker. The 
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sample did not secure data on earnings from 18 per cent of the male labour force and 
15 per cent of the female labour force. Among males, nearly 60 per cent of workers 
excluded were farmers. Among women half of exclusions were accounted for by 
professional, technical, service and recreation occupations. These exclusions 
probably largely consist of women resident in institutions — nurses in training, nuns 
resident in convents, and women in service occupations resident in hotels, 
institutions and so forth; women workers in farming occupations would be largely 
unpaid family workers working on family farms. 


Table A.3 shows the population coverage by province. In those provinces 
where agriculture is of minor importance, the exclusions are not significant but in 
provinces where farming is still a major activity, substantial proportions of the 
population were excluded from the income sample. In Newfoundland only seven 
per cent of the population was outside the universe while in Ontario the ratio was 
only 12 per cent. In Prince Edward Island and Saskatchewan income data were not 
collected for more than one third of the population. These differences in coverage 
affect the conclusions which can be drawn as to regional income differentials. 


Definition of the Family Unit 


The family income data analyzed in this study are the income distributions of 
“economic” families. This family definition differs from the family definition 


TABLE A.3—Total Population Aged 15 and Over and Population Aged 15 and Over 
Resident in Private Non-farm Households, by Province, June 1, 1961 


Population 


Province population |15 and over | Difference® 
No. 
Newfoundland © : .\? .s2s5, <1. #tcecyouseesee a: kes 266,290 247,159 IE) sii | 
Brince: Edward! Island. v-7- oa. 1c 1. tment meer neon 66,928 41,477 25,451 
INova‘Scotia’ qc ssn-de) tetouceon ert muenion oe Roce 480,679 413,521 67,158 
New Brunswick7c.stes sue cae) cies cee ae a oe eine 370,749 311,944 58,805 
QUEDEC! S Fap teu)» oBs is neues Pe ese Eo RC Ron RL meno 3,395,816 | 2,872,404 523,412 
Ontario hy 0-6. si shecs (4.2 Reems ensmedon cheb omenens 4,228,343 | 3,707,760 520,583 
Manitobatrapegeiat ct eicne) <0 shar cae mealeliete siee memes 621,580 478,344 143,236 
Saskatchewank., eilcticws feo: eae) ened aoe e tied eh cebkome ote 610,267 387,941 222,326 
Alberta (ited ea yoksian «erst eieltheas Cacted cmemek anewente 862,620 639,470 223,150 
BritishiColumpbiay.s. . cee -tcey eho ke me heen moans E9939 9935692 126,247 


Totals tu . jcitc Boe atees See 12,046,325 | 10,101,172 


2Total population aged 15 and over. 
Population aged 15 and over sampled for income data. 
©Population aged 15 and over not sampled for complete income data. 
SOURCE: For the total population aged 15 and over, DBS, 1961 Census of Canada, 
Age Groups (Cat. No. 92-542); for the non-farm population, Incomes of Individuals 
(Cat. No. 98-501). 


1,945,153 
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which is basic to 1961 Census family statistics. The economic family consists of all 
‘relatives living together in the same household and related by “blood, marriage or 
adoption”; persons not in economic families are persons living alone or persons 
living in a household with others to whom they are not related. The official census 
family definition is a more restricted one; a family.consists of a married couple and 
jany unmarried children resident with them or, alternatively, a father or mother who 
have unmarried children with them. All other persons are considered to be 
‘non-family members. Thus, in a household in which a husband and wife resided 
with a married son and daughter-in-law, both couples would be considered to be 
‘separate families. In a home in which a married couple had living with them the 
wife’s widowed mother, the mother would not be considered to be part of her 
daughter’s family. Special tabulations were prepared from the census statistics on an 
economic family basis for purposes of this study.” 


| The economic family definition is used in this report in preference to the 
census family definition for a number of reasons. It is the definition used on 
‘inter-censal sample surveys and thus is consistent with data available on family 
income trends through time. It is the concept used in a number of other countries 
such as the United States and so is more appropriate for international comparisons. 
‘It is also perhaps a more appropriate concept for the examination of income 
adequacy and welfare. In 1961 it was relatively rare for two generations of related 
‘married couples to live together in the same residence. In all of Canada less than 
four per cent of all census families were families who did not have their own homes 
and who lived in the homes of relatives. Both relatively and in absolute numbers, 
-doubling-up of married couples has been declining so that the predominant living 
pattern where couples are concerned is residence in a separate household. 


The typical doubling-up of 1961 was that of a relative such as a widowed 
parent with relatives such as children. This occurred most often in the case of 
/women, especially those in older age groups, although, again, such doubling-up is 
also declining in importance. The income data show that the population living with 
telatives are more likely to have no incomes or lower incomes than the persons 
living alone away from relatives. This suggests that economic necessity may be a 
strong factor in doubling-up although there may also be other factors such as the 
disabilities that may develop with age. 


The main differences between the economic family definition and the census 
definition are that the number of families and the number of persons not in families 
are lower under the economic family definition while income levels are higher. The 
statistics for persons not in families show greater changes than those on families if 

the family unit definition is changed. Tables A.4, A.5 and A.6 present comparative 


figures for the two concepts. 


y concept were published in Volume IV, 


wy eg ie, . 
the census famil 
Family income statistics on 04 and in Special Reports 98-520 and 


1961 Census of Canada, Reports No. 98-503 and 98-5 di : aes 
| 98-521. Census Reatintics on the income and the characteristics of economic families were 


| published in 1961 Census of Canada, Economic Families (Cat. No. 98-524) Bull. SX-10. Some 
of the statistics in this monograph were drawn from this report. 
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TABLE A.4—Comparison of Family Income Distributions, by Size, on Census 
Family and Economic Family Definitions, 
Year Ended May 31, 19612 


Economic 
families 


Census 
families 


Income size 


15,00 i [999 ote ee ae eee eet etn é 

Bi QO0 ser a2 ADS... es 8: bene spheres chew ie bio Sea 4.6 
Pie VIE ALD BREA EBON cd hoe. Matton ema o ee) 
S000 5 35499 «eos a Wen anes (o! ohr neal Teese 7.0 
SLUM SERIE Bins Sod cbt dG Qlo aac rooney 7.4 
45000, = 5 4-499 ole uaen na hav at «Pea wae a 8.5 
A SOD 5. 4,999. oo, Oaeee belt ore! ae sun leech 7.6 
SOOO 754 OD. cece Siow Mcrae Shece, Rva ei aaes yee) 
DOO OS, II et em etel Mal alles tne (a etreteerars ones 5.9 
63000 16,999 Psy stein. o Bee hed. dnetet ened 10.1 
(AU eee o Ores ole tec aso oO Gago a ao o Uy 
SLO See a) Be STEELE Genet, Smee Sane rac 8.2 


KONO) SSA es ee Rie o Beara kes Gis Gro Sic oe 
1TSeO0O0andiover eens eces Sime cates nono 


LOtalsteeecpareate icromewe cits at sree same 
EYeilileceeyen Sudee Ge Guc ana aro, Gelomattme 6 orale No. 3,656,968 3,626,964 
Average InCOMe  aicte ee iaae = 6: res nemeenene $ 5,449 5,704 | 
Mediav'income: 8 ees re eee $ 4,675 4,882 ) 


4Families resident in private non-farm households only. 


The number of non-farm census families was 3,656,968, their average income 
$5,449 and their median income $4,675. On an economic family basis, the number 
of families declined to 3,626,964 while the average income rose to $5,704 and the © 
median to $4,882. The decline in the numbers of non-family members when family | 
concepts change was much greater; the number of male non-family members | ! 
dropped from 622,821 to 451,470 and of female non-family members from 784 455 | 
to 503,572. Some 28 per cent of males classified as non-family members under the 
census family definition resided with relatives and 36 per cent of women had | 
similar living arrangements. Average incomes for males rose from $2,621 to $2,777 | 
for males and from $1,751 to $1,946 when definitions were changed. 


Table A.6 shows the change in the numbers of non-family members by age. 
and sex groups under the alternative definitions. The importance of age as a reason | 
for doubling-up is especially evident in the case of women where 43 per cent of | 
women aged 55 and over who were treated as non-family members in census: 
statistics were, in fact, residing with relatives. More than half of those reporting ne) 
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TABLE A.5—Comparison of income Distribution, by Size, of Persons Not in Families, 
by Sex, on Census and Economic Family Unit Definition, 
Year Ended May 31, 19612 


Income size Census Census |Economic 

family family | family 
Dice He iC: p.c. 

BAMCOMIE EMER LL, Gordie 134i 6.) yd ole oe Sieh si dhs. « 4.8 7.3 
ie RS. AEE bok ds ad ous fs Vers auch > « S122 
eRe OD ES OR RS nes eco beac caw 12.7 
SEO a rn 9.8 
UE ei? ee rr 9.3 
OO US Ot istics oe ce “tee eG « (ES: 
ROI MS i eas 6 a a es 1:2:5 
CTT BS seen, MORE 8 es ye el a 4.8 
SOOO <> SOS, Sete ee ae eee Dal 
OAL 000.00 Ee rs ee 1.7 
DEO etm OOO ILA rls sa ble OAs « 0.6 
MOON andtoverm al ei, , ket. J chil lek:. 0.7 

HLOCAISH MRE usP EMS 65, ctor P Stier sy) shee na hat ins 100.0 _ 
OES ES i Oy eee No. 503,572 
BeelAPC IACOME Be, hod Pers 5) scr: wie + bs), os $ 1,946 
aN ARCOM RE Te B Eb thy iss dink)» 0 6 apse ose $ 1,453 


4Persons resident in private non-farm households only. 


incomes in these age groups lived with relatives. The conclusions to be drawn about 
the economic circumstances of the aged, as pointed out in Chapter Nine, are very 
much affected by the family unit definition employed. 


In total, at the time of the 1961 Census there were approximately 4,106,000 
economic families in Canada and 1,473,000 persons who were not members of 
economic families. Of these, 479,000 families and 518,000 persons not in families 
were not sampled for complete income data. The coverage of families was higher 
than the coverage of persons not in families. The majority of families excluded were 
resident on farms. In the case of persons not in families some 160,000 were inmates 
of institutions while another large group were probably excluded because they were 
lodgers in large lodging houses. 


The many purposes for which income statistics are required suggest that 
income data should be produced upon a variety of family bases — for example, 
income distributions for the nuclear or census family, income distributions for 
economic families and incomes of married couples exclusive of the incomes of adult 
} children. Broad family definitions, for example, may obscure significant income 
- trends through time, especially for some of the groups. The doubling-up of relatives 
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TABLE A.6—Numbers of Families and Persons Not in Families, by Age Group, 
on Census and Economic Family Definitions, June 1, 19612 


Persons not in families 


Age of head or person Families 
No. With No 
income | income | income 


Census family definition— 


Winder Wace ote ccc) ects eieeshe 168,311 104,247 101,003 
DOO ee cde lenght ner eeeret 869,222 113,296 66,707 
her CS sed A ars shir us came 935,893 74,465 58,378 
LIS =a hoc oo. O10 DON OOK O aC 756,787 71,869 83,257 
DO OF ele eee a nie ey aie sane este 477,732 74,867 114,937 
HAO) ors edt oh66009 606 O8 170,197 38,715 73,165 
OANA OVET) co ots) ereh deel oper =. ose | 278,826 115,561 215,591 
peat iad Sanaa veh 


Economic family definition— 


Under sweets eae cee ew, 149,134 80,162 
DSA eek et 831,742 51,366 
BSAA ARR AS WNL sh AA: « 919,759 43,791 
45 as ayer tees 757,157 57,393 
BGG AEE ul eh Way. DEM ine! 491,119 75,482 
Anat Uae des Obata tee Urtoncome 178,408 45,373 
WMENGCIOG? 6 6 Gb SOD 6 GO obo 6 299,645 113,391 
TOURS ee eee 3,626,964 


aFamilies and persons resident in private non-farm households only. 


is influenced by such factors as the depression of the 1930s, the housing shortages 
of the war years or an inadequate income in old age. It is recognized that statistics 
tabulated on an economic family definition may conceal the poverty of sub-groups 
of the population whose characteristics are submerged under a broader grouping. 
Changing trends in living patterns affect the shape of the income distribution and 
the average income per family unit. It has been suggested that for an evaluation of 
real income changes through time of different groups in the population narrower 
family definitions are required so that the statistics will not be influenced in living 
arrangements. 


3For a discussion of the effect on income statistics of changes in family living 
arrangements and of the importance of the unit of measurement for interpreting trends through 
time see Dorothy Brady, ‘‘Research on the Size Distribution of Income”, Studies in Income and 
Wealth Vol XIII, National Bureau of Economic Research, New York, 1951; Morgan, David, ; 
Cohen and Brazer, Income and Wealth in the United States, Chapter 3, McGraw-Hill, New — 
York, 1962; and James N. Morgan, ‘Measuring the Economic Status of the Aged”, 
International Economic Review, Vol. 6 No. 1, January 1965S. 
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Managerial Occupations 


Advertising managers 
Credit managers 
Sales managers 
Delivery managers 
Office managers 
'Postmasters 


Purchasing agents and buyers 


Owners and managers, n.e.s., in — 
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LIST OF OCCUPATIONS 


Chemical and chemical products 
industries 


Miscellaneous manufacturing in- 
dustries 


Construction 


Transportation, communication and 
other utilities 


Wholesale trade 
Retail trade 
Finance, insurance 


Forestry, logging Commodity, Business and Personal 
Mining, quarrying, oil wells Service 
Manufacturing — Education and related services 


Food and beverage industries Health and welfare services 


Tobacco products industries 
Rubber industries 


Motion picture and recreational 
services 


Services to business management 


Leather industries : 

Westie niductrice eine services . 
Knitting mills ieee Sage @ 
Clothing industries Public administration 


Federal administration (inc. 


Wood industries 
other government) 


Furniture industries Da ea ‘ 
Provincial administration 


Local administration 
Unspecified 


Paper and allied industries 

Printing, publishing and allied 
industries 

Primary metal industries 


Metal fabricating industries (ex- 
cept machinery and transpor- 


Professional and Technical Occupations 


Professional engineers 


tation equipment industries) Civil engineers 
Machinery industries (except Mechanical engineers 

electrical machinery) Industrial engineers 
Transportation equipment in- Electrical engineers 

dustries Mining engineers 


Chemical engineers 
Professional engineers, n.e.s. (inc. 


Electrical products industries 
Non-metallic mineral products 


industries metallurgists and metallurgical 
Petroleum and coal products in- engineers) 
industries Physical Scientists 
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Chemists 

Geologists 

Physicists 

Physical scientists, n.e.s. (meteor- 
ologists, seismologists, astrono- 
mers) 


Biologists and Agricultural Profession- 
als 


Biological scientists (bacteriologists, 
botanists, entomologists) 


Veterinarians 

Agricultural professionals, n.e.s. 
Teachers 

Professors and college principals 

School teachers 

Teachers and instructors, n.e.s. 
Health Professionals 

Physicians and surgeons 

Dentists 

Nurses, graduate 

Nurses in training 

Physical and occupational therapists 

Optometrists 

Osteopaths and chiropractors 

Pharmacists 

Medical and dental technicians (inc. 

X-ray technicians) 

Other health professionals 
Law professionals 

Judges and magistrates 

Lawyers and notaries 


Religion professionals 
Clergymen and priests — not other- 
wise reported 


Nuns and brothers — not otherwise 
reported 


Religious workers, n.e.s. 
Artists, writers and musicians 
Artists, commercial 


Artists (except commercial) and art 
teachers 


Authors, editors and journalists 
Musicians and music teachers 
Other professionals 

Architects 

Draughtsmen 

Surveyors 

Actuaries and statisticians 

Economists 

Computer programmers 

Accountants and auditors 

Dietitians 

Social welfare workers 

Librarians 

Interior decorators and window 
dressers 

Photographers 


Science and engineering technicians, n. 


Professional occupations, n.e.s. 


Clerical Occupations 


Bookkeepers and cashiers 

Office appliance operators 

Stock clerks and storekeepers 

Shipping and receiving clerks 
Baggagemen and expressmen, transport 


Ticket, station and: express agents, 
transport 


Stenographers 
Typists and clerk-typists 


Attendants, doctors’ and dentists’ of- 
fices 


Clerical occupations, n.e.s. (inc. bill 
collectors and office boys) 


Sales Occupations 


Foremen, trade 
Auctioneers 
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Canvassers and other door-to-door 
salesmen 


Hawkers and peddlers 

_ Commercial travellers 

_ Newsvendors 

Service station attendants 
Sales clerks 

Advertising salesmen and agents 
Insurance salesmen and agents 


Real estate salesmen and agents 
_ Security salesmen and brokers 
Brokers, agents and appraisers, n.e.s. 


Other sales occupations 


Service and Recreation Occupations 
Protective service occupations 
Firemen, fire protection 
Policemen and detectives 

Guards, watchmen, n.e.s. 


Commissioned officers, armed forces 


Other ranks, armed forces 
Housekeepers, waiters, cooks and re- 

lated workers 

Lodging and boarding-house keepers 

Housekeepers (excl. private house- 
hold) matrons, stewards 

Cooks 

Bartenders 

Waiters 

Nursing assistants and aides (inc. 
practical nurses) 

Porters, baggage and pullman 


Baby sitters 
Maids and related service workers, 
n:e.S; 
‘Athletes, entertainers and related 


workers 
Actors, entertainers and showmen 


Athletes and sports officials (inc. 
instructors) 


Other service occupations 


Barbers, hairdressers, manicurists 

Launderers and dry cleaners 

Elevator tenders, building 

Janitors and cleaners, building 

Undertakers-and embalmers 

Guides 

Attendants, recreation and amuse- 
ment (inc. ushers) 

Service workers, n.e.s. 


Transport and Communication Occupations 


Supervisors of transport operations 


Inspectors and foremen (inc. dis- 
patchers and controllers) 


Operators, aircraft 
Air pilots, navigators and flight 
engineers 
Operators, railroad 
Locomotive engineers 
Locomotive firemen 
Conductors, railroad 
Brakemen, railroad 
Switchmen and signalmen 
Operators, water transport 
Deck officers, ship 
Engineering officers, ship 
Barge crews and boatmen 
Seamen, firemen, oilers, ship 
Operators, road transport 
Bus drivers 
Taxi drivers and chauffeurs 
Driver-salesmen 
Truck drivers 
Other transport occupations 
Operators, electric street railway 
Teamsters 


Transport occupations, n.e.s. (inc. 
canal men, lockkeepers, canal 


attendants) 
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Supervisors of communication opera- 
tions 


Inspectors and foremen, commv- 
nication 
Other communication occupations 
Radio and television announcers 


Radio and television equipment 
operators 


Telephone operators 
Telegraph operators 
Postmen and mail carriers 
Messengers 


Farmers and Farm Workers 


Farmers and stockraisers 
Farm managers and foremen 
Farm labourers 


Gardeners (ex. farm) and grounds- 
keepers 


Other agricultural occupations 


Loggers and Related Workers 


Logging foremen 

Foresters, rangers and cruisers 

Lumbermen, including labourers in 
logging 


Fishermen, Trappers and Hunters 


Fishermen 
Trappers and hunters 


Miners, Quarrymen and Related Workers 


Foremen — mine, quarry, oil well 
Prospectors 

Timbermen 

Miners, n.e.s. 

Millmen 

Well drillers and related workers 
Labourers, mine 


Miners, quarriers and related workers, 
N.e.s. 


Craftsmen, Production Process and 
Related Workers 


(unless otherwise specified apprentices 
are included with the relevant occupation; 
foreman are included with the relevant 
occupation where possible, otherwise 

to Foreman, n.e.s.) 


Millers, bakers, brewers and related 
food workers 
Millers of flour and grain 
Bakers 
Butchers and meat cutters 
Meat canners, curers, packers 
Fish canners, curers, packers 
Fruit and vegetable canners and 
packers 
Milk processors 
Other food processing occupations 
Beverage processors 
Tire builders, vulcanizers and other 
rubber workers 
Tire and tube builders 
Vulcanizers 
Other rubber workers 
Leather cutters, lasters, sewers and 
other leather workers (except 
glove and garment) 
Leather cutters 
Shoemakers and repairers — factory, 
n.e.s. 
Shoemakers and repairers — not in 
factory 
Other leather product makers 
Spinners, weavers, knitters and related 
workers 
Carders, combers and other fibre 
preparers 
Spinners and twisters 
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Winders, reelers 
Weavers 
Loom fixers and loom preparers 


Knitters 

Bleachers and dyers — textile 
Finishers and calenderers 
Other textile occupations 


Tailors, furriers, upholsterers and re- 
lated workers 

Tailors and tailoresses 

Dressmakers and seamstresses, n.i.f. 

Furriers 

Milliners; hat and cap makers 


Cutters, markers — textiles; garment 
and glove leather 


Sewers and sewing machine oper- 
ators, n.e.s. 


Upholsterers 


Apparel and related products 
makers, n.e.s. 


Carpenters, cabinetmakers, sawyers and 
related workers 


Carpenters 
Cabinet and furniture makers 
Sawyers 


Woodworking machine operators, 
feo, 


| 


Inspectors, graders, scalers — wood 
Woodworking occupations, n.e.s. 
(inc. wood furniture finishers) 


Paper makers, still operators, chemical 
and related workers 


Batch and continuous still operators 


Roasters, cookers and other heat 
treaters, chemical 


Cellulose pulp preparers, n.e.s. 
Paper makers 
Paper making occupations, n.e.s. 
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Crushers, millers, calenderers, che- 
mical, n.e.s. 


Chemical and related process work- 
ers, N.€.S. 


Printers, bookbinders and related 
workers 
Compositors and typesetters 
Pressmen, printing 


Lithographic and photo-offset oc- 
cupations 


Photoengravers, (inc. photogravure 
workers) 


Bookbinders 
Other occupations in bookbinding 


Printing workers, n.e.s. 


Furnacemen, moulders, blacksmiths 
and related metal workers 


Fumacemen and heaters, metal 
Heat treaters, annealers, temperers 
Rolling mill operators 
Blacksmiths, hammermen, forgemen 
Moulders 
Coremakers 
Metal drawers and extruders 
Metal treating occupations, n.e.s. 
Jewellers, watchmakers and engravers 
Jewellers and watchmakers 
Engravers except photoengravers 


Machinists, plumbers, sheet metal 
workers and related workers 


Toolmakers, diemakers 

Machinists and machine tool setters 

Filers, grinders, sharpeners 

Millwrights 

Fitters and assemblers, n.e.s. metal 

Metalworking machine operators, 
Ness. 

Plumbers and pipefitters 

Sheet metal workers 
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Riveters and rivet heaters 


Boilermakers, platers and structural 
metal workers 


Electroplaters, dip platers and re- 
lated workers 


Welders and flame cutters 


Polishers and buffers, metal 
Metalworking occupations, n.e.s. 


Mechanics and repairmen, except elec- 
trical and electronic 


Mechanics and repairmen, aircraft 
Mechanics and repairmen, motor 


vehicle 

Mechanics and repairmen, office 
machine 

Mechanics and repairmen, railroad 
equipment 


Mechanics and repairmen, n.e.s. 


Electricians and related electrical and 

electronics workers 

Electricians, wiremen and electrical 
repairmen 

Fitters and assemblers — electrical 
and electronics equipment 

Power station operators 

Mechanics and repairmen, radio and 
television (inc. radio-television 
electronic technician in retail 
trade) 


Projectionists, motion picture 

Linemen and servicemen — tele- 
phone, telegraph and power 

Electrical and electronics workers, 
n.e.S. 


Painters, paperhangers and glaziers 
Painters (construction and main- 
tenance), paperhangers and gla- 
Ziers 
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Sectionmen and trackmen 


Painters except construction and 
maintenance 


Bricklayers, plasterers and construction 


workers, n.e.s. 
General foreman construction 
Inspectors — construction 
Bricklayers, stonemasons, tilesetters 
Cement and concrete finishers 
Plasterers and lathers 
Insulation appliers 
Construction workers, n.e.s. 


Clay, glass and stone workers 


Lens grinders and polishers; op- 
ticians | 

Furnacemen and kilnmen, ceramics 
and glass 

Stone cutters and dressers | 

Clay, glass and stone workers, n.e.s. 


Stationary engine and excavating and 


lifting equipment operators and 
related workers | 
Boiler firemen (ex. ship) 
Stationary enginemen 
Motormen (vehicle) except railway 
Hoistmen, cranemen, derrickmen 
Riggers and cable splicers, except 
telephone, telegraph and power © 
Operators of earth-moving and other 
construction machinery, n.e.s. 


| 
| 
| 


i 


Materials-handling equipment oper: 
rators | 
Oilers and greasers — machinery an¢| 
vehicles (ex. ships) 


I 


Longshoremen and other freight hand 


lers 
Longshoremen and stevedores ) 


Warehousemen and freight handlers 
N.€.s. { 
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her production process and related 
occupations 


Foremen, n.e.s. 
Food and beverage industries 
Textile and clothing industries 
Wood and furniture industries 
Paper and allied industries 
Primary metal industries 
Transportation equipment indus- 

tries 

Other manufacturing industries 


Electric power, gas and water 


utilities 
Other industries (inc. not re- 

ported) 
Tobacco preparers and product 


makers 
Patternmakers (ex. paper) 
Bottlers, wrappers, labelers 
Paper products makers 
Photographic processing occupations 
Tanners and tannery operatives 


Inspectors, examiners, 
Nn.e.s., metal 


gaugers, 


Inspectors, graders and samplers, 


n.e.s. 
Production process and related 


workers, n.e.s. 


331 


LABOURERS not elsewhere classified 


(includes labourers in all industries but 
excludes those engaged in agricultural, 
logging, fishing and mining operations) 


Labourers 
Manufacturing 
Food and beverage industries 


Textile and clothing industries 
(ind. 183-249) 

Wood industries 

Paper and allied industries 

Primary metal industries 

Transportation equipment indus- 
tries 

Other manufacturing industries 

Construction 


Transportation, communication and 
other utilities 


Railway transport 
Transportation, except railway 
Communication and storage 
Electric power, gas and water 
utilities 

Trade 

Public administration and defence 
Local administration 

Other industries (inc. not reported) 


OCCUPATION NOT STATED 


Occupation not stated 


7 wits geet } 4a * 
contin ering hae hot 
abet dean Qa tury, oy ee 
(Cotte < 
mh «6Efe » Heol ae* 
+ veri Ve 2 + 4 
werent) th fae hd 
je Leen ees 
ee nia read Phrsegeives 
a: 7 
Fete ut ania Vm india ? lh 
Or jg leery *, 
spa co or teat 
er bo ae au as 
Gree i. yewtit H 
Lid be , ingle Weare | ” 
“— ‘s fae icheseta timo) 


ae @eaos : 1 


ds Ms. payers iA 


>" let | ae iyet 


or ' : stay +hae 
ad ThA TA) 4 5 . 
’ of LG ely 
é a 
ne j 
~ i } 
-T. 
4 ‘u% 
f 
: 
’ 


Ta ren, ool aeeey 


" las anon all Regie 


aerrea, eu (eS 


i 


ia si by 
moe S ui 
man : Ei fel 1 
| Sei Wh 


AS 5 is ae 
‘ “ar? 7 


(mien wa gies 
hip ee (am, 


mat 


t vipehacanen eld alee 


Appendix B 


RELATIONSHIP OF INCOME DISTRIBUTION ESTIMATES 
TO NATIONAL ACCOUNTS 


ESTIMATES OF PERSONAL INCOME 


The DBS publishes quarterly and annually official estimates of Gross National 
Product and of personal income. The Gross National Product measures the nation’s 
output of goods and services in terms of its market value. Personal income is the 
current income received by the personal sector from all sources. 


A widely held misconception is that personal income is equivalent to the 
‘money income received by what might be designated as the household sector of the 
‘economy. As a result it is assumed that incomes assessable for income tax purposes 
‘or incomes measured in the income size distributions analyzed in this report are 
equivalent to “personal income” as defined for national accounting purposes. In 
fact, taxable income or money income as defined for purposes of Canadian income 
‘Surveys or census statistics comprises only part of personal income (income surveys 
are described in Appendix C). There are no published reports or summaries which 
make available, for Canada, the detailed components which comprise personal 
income aggregates; and thus it is not readily possible for users of income statistics 
to reconcile income series such as the census series with National Accounts 
“components. 


To facilitate comparisons of census data with National Accounts it may be 
‘useful to analyze the conceptual basis of the personal income estimates for Canada, 
‘the similarities and differences between these estimates and the census income 
series and the consistency between census data and National Accounts estimates. 


1. Personal Income Concepts in the National Accounts 


Personal income measures the income not only of individuals but also of 
unincorporated business, the income derived from professional practices and the 
“net income received from farming operations. In addition, it includes the income of 
certain non-profit institutions (such as insurance companies and hospitals), and of 
| private pension plans and private trust funds. Such institutions are considered to be 
associations of individuals. Further, the income measured consists of earnings 
| received as supplementary income in the form of certain fringe benefits, income a 
kind and imputed income as well as cash income or money income. Examples 0 
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income in kind are free room and board received in addition to cash wages, or food 
produced and consumed at home by farm families. Examples of imputed income 
are services provided to customers by financial intermediaries for which no charge is 
levied as, for example, services rendered by banks to depositors. 


To illustrate the significance of money income, income in kind and imputed 
income, personal income for the year 1961 is analyzed in Table B.1. The table on 
personal income in the annual National Accounts appears in this form: 


TABLE B.1—Personal Income, by Source, 1961 


Amount 


$000,000 


1. Wages, salaries and supplementary labour income 


(a) Prom Dusinesste tracts cid olete ie ote oer eel een ede -eMem ele nrerete 15,043 

(b) MB LOM/POVEPNIMENTS er, Volt ore tel a eer elle. wttety eines stellate ole romans 3,044 

(C)NFELOm||persons,,.Ckaeer cosets he coe eee ee lie seme tetelt>. Coikake: te 902 

(d) Deduct employer and employee contributions to social insurance 

and government pension funds, .......-.e2-eeeeeeeeee —787 

Dy Milttary pay and allowances. .ces) see cue + eles ells -M-0- Bele eels lelels §50 
3. Net income received by farm operators from farm production ....... 978 
4. Net income of non-farm unincorporated business.......-2.--+++e- 2,274 | 
5. Interest, dividends and net rental income of persons ............-- 3,024 | 
6. Transfer payments (excluding interest) 

(aE TONMZOVEINMENES chs ete erences) ete teeth tate leat rion item on otrclns 3,425 

(b) Charitable contributions from corporations .........+++++ 40 


Orel of fe) 6 en.8 ise. -0)@ ‘el eet lel re: eo Fel oy C81 Fe) Ss “a? OFUN EOF Ses Oaney © 


aSince these comparisons were made some revisions have been made to the 1961 estimates 
of personal income. The revised estimate is $28,522 million. The most significant change was 
an upward revision of $16 million to government transfer payments. This revision affected 
the estimate of provincial grants to private non-commercial institutions. 

SOURCE: DBS, National Accounts, Income and Expenditure, 1963, Table 7 


As the above table indicates there are six major components of personal | 
income. The concepts are discussed below along with an ‘explanation of the 
conceptual treatment of these items in DBS family and individual income statistics. | 


Wages, Salaries and Supplementary Labour Income | 


Wages, salaries and supplementary labour income consist of two basic | 
elements: gross cash wages and salaries received by employees (that is, gross before | 
deductions for income tax, pension funds, unemployment insurance and similar 
deductions) and supplementary labour income. Supplementary labour income | 
comprises payments made by employers on behalf of their employees in order to. 
provide them with future benefits. Specifically these payments include employers’), ; 
contributions to employee welfare and pension funds, to workmen’s compensation | 
and industrial vacation funds, and to the unemployment insurance fund. | 
. 
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In 1961, wages, salaries and supplementary labour income consisted of: wages 
and salaries, $18,169 million; supplementary labour income, $820 million. 


As Table B.1 indicates, adjustments are made to gross labour income to 
‘subtract out employer and employee contributions to social insurance and 
government pension funds. Receipts from social insurance and government pension 
fund payments to persons are components of government transfer payments (item 
6) and will be discussed below. The components of employer and employee 


contributions are given in Table B.2. 


TABLE B.2—Employer and Employee Contributions to Social Insurance 
and Government Pension Funds, 1961 


Contribution Amount 
$000,000 
_Federal— 
ECT CENVIER DOUION Sic.) Je )sg.-e wih Si bes anaye road aie el dete Sy suet amapindave: 233 
We AP IOMINCILMMSUEAIOC ok oi ia ducts telien itu Sucone! eile aepisaeigshir i ahuie ab dem Tus Ue 277 
ORAL mee ectes Wie) APS) his) oc" Gs 50t Bue) base. ans Rae Sea RAC PNAC 510 
Provincial— 
POLICE HVICOIPENSIONS Poe. 2, 8 este ilesos: cgay oe Sele! + dst MhOP lets Peon optess te 114 
WiOTKIMCHESICOMPENSATION 5, sks usr chevectsisiaineusdsh ©) olleus tense /e) s,s 01s <a) nie 118 
ENGUStIALICMDIOVCES VACATIONSICA ws, “ev tsliche, suet gods tes) cdot ers! 4 sks sal = be 19 
THAT, 6 G5 5 @ HES 6 DED EE Eaaad LCL CIEE) Accs Reuse acer meme 251 
Municipal— 
UDG SeIVICe DeNSIONSa: 2 cwewebss «Ags yioiic) ypomete. oe ers a). esis «elec = 26 
LO Cal a aod te sweet: ebay os iorse ue estscaickd! Ravens Peabo ober sD SUS Shave eas 787 


SOURCE: DBS, National Accounts, Income and Expenditure, 1963, Table 42. 


The main items netted out are employer and employee contributions to 
-workmen’s compensation, to unemployment insurance and to pension funds 
covering employees of the various levels of government. In the National Accounts 
‘the treatment of contributions to pension funds made by the three levels of 
government and their employees in connection with the employment of civil 
‘servants differs from the treatment of pension funds set up by private employers. 
Employer and employee contributions to public service pensions are subtracted 
from gross wages and salaries in the year in which contributions are made. 
Out-payments of pensions to retired government employees are included in 
'government transfer payments in the year in which such pensions are paid. 


It should be noted that employees do not contribute to workmen’s 


compensation or the industrial employees vacation fund, these are entirely 


employer contributions. | 
Contributions of private employers to pension funds on behalf of fh 
employees are an element of supplementary labour income in the year in whic 


employers make such contributions. In addition, included in investment income Is 
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the investment income of private pension funds during the year. Thus, personal 
income does not measure the receipts of pensions by individuals from former 
employers in the private sector but rather the net addition to pension funds as a 
result of current employer contributions and of earnings on accumulated 
contributions. 


In summary, net labour income as compiled from estimates of personal 
income in 1961 was $18,202 million. Wages and salaries as measured in the Census 
and Surveys of Consumer Finances would be $18,169 million. 


The differences between the National Accounts conceptual treatment and the | 
method of measurement of wage and salary income in the census statistics and in 
the Surveys of Consumer Finances are: (1) the income distributions measure only — 
receipts of wages and salaries and exclude supplementary labour income; (2) no 
adjustment is made in these statistics equivalent to the adjustment employer and 
employee contributions to social insurance and government pension funds although 
receipts of unemployment insurance, workmen’s compensation and pensions are 
included as components of total money income; and (3) in census and survey 
statistics no distinction is made in respect as between public service pensions and © 
pensions from private employers. That is, no adjustment is made for contributions to 
pension funds while persons are working but receipts of pensions whether public or | 
private are considered to be income at the time of receipt. | 

Adherence to National Accounts concepts in estimating income distributions 
would result in some instances in higher levels of income than in the present | 
estimates while in other instances the level of income would be lower. For example, 
if census data for 1961 had been consistent with the Accounts treatment of. 
contributions to the unemployment insurance fund aggregate money income would | 


have been theoretically approximately $150 million dollars lower in aggregate as. 


contributions to the fund exceeded outpayments by this amount. On the other 
hand, if the census had been consistent with the Accounts treatment of pension. 
income, census income estimates would theoretically have shown higher levels of 
income since employer contributions to pension funds plus the earnings of pension 


funds currently exceed out-payments of employee pension funds. 


Consistency with the National Accounts conceptual treatment of pension. 
income would have implications for the relative income distribution. Employer 
contributions to pension funds are made on behalf of the covered population of 
working age and the covered population of working age has the greatest claim on 
the investment income accruing to pension funds. ; 


Adherence to National Accounts would result in a higher income distribution, 
for the population of working age and a lower income distribution for the 
population in retirement. | 
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Military Pay and Allowances 


‘Military pay and allowances consist of both cash military pay and allowances 
and income in kind such as clothing issued by the armed forces. In 1961, the 


composition of military pay and allowances was: military pay, $523 million; and 
_ income in kind — food and clothing, $27 million. 


Military personnel resident in private dwellings in Canada were included in 
the 1961 Census statistics on income although military personnel are not included 

in the income estimates derived from the Surveys of Consumer Finances which are 
discussed in Chapters Ten and Eleven. In 1961, the armed forces consisted of 
121,000 persons; the estimated number enumerated for complete income data on 


the census was approximately 68,000 or just under 60 per cent of the total 
number. 


_ Net Income Received by Farm Operators from Farm Production 


The National Accounts measure the net income from current production. 
This is derived by estimating gross income and deducting expenses. Gross 
income consists of gross casn income from the sale of farm products plus 
supplementary payments, income in kind such as food and fuel produced on the 
farm and the value of inventory change. To arrive at net income, farm operating 
_ expenses and depreciation are deducted from gross income. 


Respondents to the census questionnaire were asked to exclude all net 
income received from farming operations so that census estimates exclude farm 
_ income as a component even though some farm operators were enumerated. 


_ Net Income of Non-Farm Unincorporated Business 


This is the net income, both monetary earnings and income in kind of sole 
' proprietorship and business partnerships and of professional practices carried on by 
doctors, lawyers and so forth. Included here, as well, is the net income derived from 
- roomers and boarders. No separate estimates exist as to how much income in kind 
may be received by business proprietors. In 1961, of the total estimated net income 
' of $2,274 million, net income from roomers and boarders was estimated at $206 
million. 
The census questionnaire on net income from self-employment was restricted 
to net income from self-employment, exclusive of net income from roomers and 
_ boarders or, a total of $2,068 million of the National Accounts estimate of $2,274 
| million. Net income from roomers and boarders was to be reported under 
' miscellaneous sources of income. The Surveys of Consumer Finances also 
| differentiate between net income from a business or professional practice and 
- income from roomers and boarders by asking separate questions on these sources. 
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Interest, Dividends and Net Rental Income of Persons 


The greatest differentials between components of income distributions series 
and National Accounts components exist in respect to the components of 
investment income. The major components of the National Accounts series for 
1961 are summarized in Table B.3. | 


TABLE B.3—Interest, Dividends and Net Rental Income of Persons, 1961 


Income 


$000,000 


1. Interest received by individuals from deposits, bonds and mortgages— 


(a) Cash interest from bank deposits and bonds............ 665 | 

(b) ee Othercashiinterest) aoc ce ces eek usisa sacs si ime an 478 

(eo) eimputedinterestcs ri aera) c ater crs eke sek sels idle a cmetts 183 | 
2. Dividends received from stocks ........... fcc e ie a eet 491 | 
3. Rents and royalties— | 

(a) aa Cashitents. joie cwsvepesore chon) vaste doblonoqiaicte. stew nememals © belhs 290 

(b) imputed rents ee oe yi est clas nen: atonal «| oe ck mememente ateue ts 409 

(C) ee ROY Aalties., uc" 2) tei whe eeeatne Aa akelR men hear oteMer key © 38 
4. Investment income of life insurance companies, fraternal societies and 

industrial pension plans and profits of non-life mutuals ........ 583 


5. Interest credited to government annuitiesfund ............... 
6.) Lessinterestionyconsumen Gen sc sta. wi se re el eee teen nme 
Totaling 2 2rd « Seer. ey eres ee eS tee 


SOURCE: Unpublished DBS data. | 
Only items 1(a) and (b), 2, and 3(a) and (c) are measured in income | 
distributions and no adjustment is made for interest on consumer debt. The total of | 
these items is $1,962 million or nearly two thirds of interest, dividends and net | 
rental income of persons. Of the income not measured in the income distribution | 
approximately $592 million consisted of imputed incomes (items 1(c) and 3(b) and | 
$629 million is income accruing to life insurance companies,, fraternal societies, | 
industrial pension funds and interest credited to the government annuities fund. | 
Some element of insurance company payments to policyholders may be included in | 
income distribution statistics. Respondents were directed to report receipts of | 
annuities some of which may be received from insurance companies or the | 
government annuities fund but not to report lump-sum receipts from insurance | 
policies. 


} 


Transfer Payments from Government 
: 

Some of the above items would not be included in the census statistics for 
conceptual or other reasons. The items not included are: re-establishment credits | 
and rehabilitation benefits (items 2 and 3), $3 million; Prairie Farm Assistance Act 
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payments (item 7), $35 million; federal grants to universities (item 10), $16 million; 
provincial grants to private non-commercial institutions (item 18), $935 siillibat: 
and municipal grants to private non-commercial institutions (item 22), $24 million. 
Re-establishment credits and rehabilitation benefits are expenditures on behalf of 
war veterans. Prairie Farm Assistance Act payments would not be reported because 
farm households were not sampled and the other categories are transfer payments 
to institutions, not to persons. The total of these exclusions is $1,013 million or 29 
per cent of government transfer payments included in personal income. The largest 
of the above items, provincial grants, are primarily provincial grants to hospitals in 
connection with hospital insurance. 


TABLE B.4—Transfer Payments from Government, 1961 


Payment Amount 
$000,000 
Federal— 
LPMBVATI TLV EATON ATICES tools 5. tee < ux te Ge tae! ebaism ole Biocenter ahere © xe ass 517 
DMMINC-eStabDlishinentiCreditS ret) tec eo sitet atee cae ete eee cee 8 
Sepehabilitarion benefits is 7 Sa I Be, es 
amPensions world Warland 0. 5) fine. es Be SS 
MMV aM ViCtCTANSsAllOWANCCS enti, Sus k sud Friey iG el «ini ysrayfenferey i a1telte 
G.wnemploymentsinsurance benefitsss, Gls as, oss «curs se oee 
Geen r atic LarniASSiStanlC€ A CUA ssmreirs Geuvsiah ow ieee Retest laksts. fo elobh 4 
SeELeHSIONS LOMOVEIIIICNE CMIPIOVEES ©. a coc) sup silves) ciiewsr a) =) =e 
GmOldarersecutity fund payments; . ois eles whe cs et 6 6 she 6 
HOMGrameSHOMINIVETSITIESS 1. stiokel c<k Pisnclss Uebisine sf DASESI lel lo Mo\hal'e hele rote“ 
HiverAssistancestOnmmiptants’ . 9s). s 4 + elah sue ener isl iel ene) Sco te) tteel 
Pee Miscellancousey cn. feist. coe gs ait che tevenat ete ok > Guel s estes 
otal Meche ait. el hc ks (emcee ede eens, ois) or eltn kerely a 
Provincial— 
HOMEDILCCUMCNCL .asteic cs cers s-s)e0 0) * Shsiie.s, S48) 608.8) © 9.4.16, 0) 6 5 33 
14. Workmen’s compensation benefits... 2.2.22 22sec ee eeees 94 
15. Old age and blind pensions .......2--++eee+eeeeeee0% 83 
16. Mothers’ and disabled persons allowances. .....+-++++e+e% 73 
17. Pensions to government employees, ......-++2++eeeeee8% 48 
18. Grants to private non-commercial institutions .....-.-+++e+e++> 935 
DO MM ISCOUATOCOUS ci. ho slate? vise e:0p Bicle is 6 yi eiief'y [big >. 0 whee Tote lane 50 
Lotalincaewevey vr onetek Woke askalis tt ob 'saoueile on et ecmer ees 1,316 
Municipal— 
PO MDILECETCICIME EAS totals sictaiswedshowelas 0. +. eke usu) insny oePersy 9s 
21. Pensions to government employees... 2. +e eee err eeeres 9 
22. Grants to private non-commercial institutions ....-++++++++- 


eee 
ee del a Sete ei) ®: <6) \ 8" 0. + re yeg.e ubl apes Cc Be) 2 sae 


Pe Pe ORD On PRO CI ae hd I 


SOURCE: DBS, National Accounts, Income and Expenditure, 1963, Table 44. 
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Some government expenditures on transfer payments may be expenditures on 
behalf of recipients or may provide income in kind to recipients rather than cash 
flows. For some items in the National Accounts, a separation between the income 
in kind and cash components is impossible. Transfer payments of this mixed type 
are: mothers’ and disabled persons allowances (item 16), and direct relief (items 13 
and 20). There may also be some element of income in kind in the form of 
expenditures on medical care in two other categories of transfer payments — — 
workmen’s compensation (item 14) and war veterans’ allowances (item 5). Mothers’ 
allowances and relief payments totalled $176 million and workmen’s compensation 
and war veterans’ allowance payments amounted to $170 million. 


Miscellaneous government transfer payments (items 12 and 19), which total 
$92 million, are also a mixture of direct payments to persons, as for example, 
scholarships and Canada Council grants and expenditures on behalf of persons, as 
for example, medical expenditures on the Indian and Eskimo population. Possibly 
only one third to one half of the total represents direct payments to persons. 


The census did not follow the National Accounts treatment of pension 
income but collected statistics on all receipts of pension income, regardless of 
source. Pension payments by the various levels of government (items 8, 17 and 21) _ 
were reported under pension income on the census questionnaire rather than under 
government payments. The census collected data on receipts of family allowances, 
old age security and assistance payments and other government payments. The 
latter would consist of war veterans’ allowances, unemployment insurance benefits, 
assistance to immigrants, part of the miscellaneous payments, part of the direct 
relief expenditures, workmen’s compensation and mothers’ allowances. Of the total 
transfer payments of $3,425 million, only $2,412 million, or 70 per cent are wholly 
or partially measured in the census statistics. 


Charitable Contributions from Corporations 


This item of $40 million consists of corporate donations to universities, | 
charitable organizations and so forth and so is not a component of income | 
distribution statistics. 


Personal income Adjusted to Census Concepts 


The components of personal income in 1961 which approximate components 
of money income in the 1961 Census statistics are summarized in Table B.5. 

As Table B.5 indicates, adjustments for conceptual differences and for the | 
exclusion of farm income in the census sample result in an aggregate money | 
income total of $25,340 million as compared with a personal income of $28,493 in | 
1961. 
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TABLE B.5—Adijusted Personal Income, 1961 


aa SS SE a eee eee ee 


Amount 


$000,000 


Wages and salaries 


a3 BOSS Bat ais RI Aa Cee ee ee 18,169 
IMilital VADAVBemuee som. Men bel once Tei io. sclervsteh ovich ot. clee ns onde be as, ote SUR e ke 523 
Net income of non-farm unincorporated business (excluding income from 
TEETER MEE eT TS 9 RS ea ea 2,068 
Net income from roomers and boarders® .. 2... 0... cc eee eee ees 206 
Interest, dividends and net rental income of persons.............-- 1,962 
Transfer payments from governments— 
ATTN RALLOWANCCSMmrant ew cr cB, ee Rime, ay Sue unten yet Ne 0 hoe ad 517 
Old age pensions and old age assistanceD>) ww. ee ee 676 
Pensions tO government iemployecse . wu. oe kee as eww euele ome 123 
RS ee aILOCE CASH: PAVMICOLSE Fe: fed oes 5 3) 3 Bye 8 bk * oe 8 on ee 828 
Other transfer payments partially paid directly to persons.......... 268 


Slab Be: G- Ste ORCC yOONG Sid g-b oe 25,340 


4Reported under miscellaneous income on census questionnaire. 

bAdjusted to remove pensions to the blind, receipts of which were reported with other 
government payments. 

CCensus questionnaire collected data on all pensions received as a result of previous employ- 
ment. 

SOURCE: See preceding discussion. 


Because the census enumeration was on June 1, 1961 Census data are not on 
a calendar year basis. Respondents were asked to report income for the 12 months 
preceding the census or alternatively income for the year 1961. It is more appropri- 
ate to compare census data to personal income estimates for the year ending June 
30, 1961. Personal income estimates are available on a quarterly but not on a month- 
ly basis, so that it is not possible to match the census period precisely. After 
adjustment for conceptual and other differences, personal income for the twelve 
months ending June 30, 1961 is shown in Table B.6 along with the comparable 
census estimates. 


2. Comparisons of National Accounts and Census Income Statistics 


Wages and Salaries 


Wages and salaries as estimated for the non-farm population were $17,166 
million. The sample estimates do not include wages and salaries received by persons 
resident on farms and would also exclude wages and salaries earned by persons 
who reside in collective dwellings and institutions, or who may have left the 
country or died. Although it is not possible to estimate total wages and salaries 
accruing to all of these groups, it is possible to estimate the major part of es 
and salaries accruing to farm households from data on wages and salaries collecte 
on the main questionnaire. Aggregate wages and salaries earned by wage-earners 
resident on farms was $407 million while another $40 million was reported by farm 
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operators — in total, $447 million. This, added to wages and salaries reported on 
the sample, yields a total estimate of $17,613 million or 99.4 per cent of the 
corresponding National Accounts estimate. Since the estimates derived from the 
census do not include all recipients of wages and salaries, the census estimates show 
a remarkable degree of agreement with national income estimates. 


TABLE B.6—Comparisons of Census Income Estimates, Year Ended June 1, 1961 
with National Accounts Personal Income Estimates, Year Ended June 30, 1961 


, Ratio 
National a 
Item Census Census to 
Accounts 
Accounts 
$000,000 | $000,000 | $’000,000 
Wagestand salaries), ersliststs sis stent ete oe eee = 
Less wages and salaries of farm population?, Sah ~ 
Non-farm wages and salaries............- 99.4 
Militaryspay cvs. ct cushy oh cachonshont ces bobieser suse = 
Less military pay of armed forces not in sample . = 
Military pay of armed forces resident in 
private householdsxy a, Waskests eterceed ens 6 100.0 
Net income of unincorporated business (excluding 
income from roomers and boarders) ........ 119.7 
Interest, dividends and net rental income of persons . SOFT 
Bond and bank interest and dividends ....... 50.4 
Other investment income! 2.4.).). 2). ..0an. ae 71.6 
Adjusted government transfer payments ....... 69.5 
Family allowancests,..oct patent iatin cerctiseoist isms = 
Less payments to farm families® ........ at 
Family allowances paid to non-farm population 103.3 
Old age pensions and old age assistance ...... = 
Less payments to population 70 and over 
resident on farms and in institutions® - 
Adjusted old age pension payments ...... 89.1 
Other government payments ............ 49.1 
Retirementipensions a ual nah nikon aia 223.1 
Miscellaneous (including net income from roomers 
ANG |WOALdELTS) |<< ctcacescecals cae ome ROT eea UEeT 


Total js. vcialseienety aoe tea eer mere 23,017 22,801 95.9 


4Estimates derived for the non-farm population resident in private households. 

bEstimated from census statistics for the total labour force. 

CEstimated from population statistics on the age distribution. 

SOURCE: National Accounts estimates adjusted by unpublished data. Census estimates 
published in DBS, 1961, Census of Canada, Incomes of Individuals (Cat. No. 98-525). 


Military Pay and Allowances 


The National Accounts estimate is $503 million while the census estimate is 
$314 or 62 per cent of the National Accounts total. As already indicated, the census 
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sample included only some 60 per cent of military personnel so that differences 
between the two estimates can be attributed entirely to the partial coverage of the 
census. 


_ Net Income of Unincorporated Business 


| The estimated census total of $2,393 million is some 20 per cent higher than 

the official National Accounts estimate of $1,999 million. There are a number of 
possible explanations as to why census estimates may be substantially higher. There 
is some evidence that respondents operating businesses may have reported gross 
earnings rather than net income, but a more important factor may be the difficulty 
of enumerating proprietors of private companies in such a way that their reporting 
of income is consistent with National Accounts concepts. In the National Accounts 
net income from business includes only net income earned from operating an 
unincorporated business. If a business proprietor incorporates a business then his 
withdrawals should be reported as wages and salaries earned and any dividends paid 
by the company should be reported as investment income. 


Experience with the Surveys of Consumer Finances and some investigation of 
census reporting suggests that, where proprietors incorporate their businesses and 
where they are the major owners, in their own view they are self-employed and the 
income derived from the business is considered to be business income rather than 
wages and salaries. As a result, census statistics in aggregate probably overstate the 
number of self-employed business proprietors and understate the number of 
wage-earners and correspondingly overstate the amount of income earned from a 
business and understate wages and salaries and dividend income. The higher census 
- figure may be the result of a misclassification of income reported on the census and 
a more correct reporting by business proprietors would have resulted in census 
figures which would be in closer agreement with National Accounts totals. 


Interest, Dividends and Net Rental Income 


Estimated bond and bank interest and dividend receipts in the National 
Accounts were $1,014 million while in the census the total was $515 million or 50 
per cent of the National Accounts estimate. One possible reason for under-state- 
ment of this item was discussed above — the reporting of dividend or other 
investment income from a privately owned business as net income from 
self-employment. Some of the differential is also due to the exclusion of some 
sectors of the population from the estimates. Another part of the difference may be 
due to reporting errors either by an inaccurate reporting of receipts or the 
non-reporting of receipts. Many individuals may not have as complete records in 
respect to receipts of investment income as they do in respect to earned income 
such as wages and salaries where employers usually supply statements of earnings. 
Experience with censuses and surveys suggests that investment income Is usually the 
income source least satisfactorily reported on enumeration. In some cases the 
under-representation of investment income may result from under-enumeration of 
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higher income groups. An examination of the 1961 Census sample indicates that 
there is little evidence of such under-enumeration and even the very high incomes 
appear to be adequately represented in the sample. Under-reporting of income by 
respondents may be a more probable explanation of differences. The difference 
between National Accounts estimates of aggregate investment income and census 
estimates averages less than $100 per income recipient in 1961. Non-reporting of 
small receipts by a substantial proportion of income recipients could account for 
much of the discrepancy. 


Estimated receipts of other types of investment income were $798 million in 
the personal income series and $568 million or 71 per cent in census statistics. In 
total, investment income reported on the census was 59 per cent of National 
Accounts estimates. 


Transfer Payments from Governments 


Total family allowance payments paid nationally during the year were $510 
million. The amount of family allowances paid to families resident on farms can be 
approximated from statistics on the age distribution of children. The estimated 
payments to farm families are $87 million. Estimates of receipts by the non-farm 
population are $438 million or 104 per cent of the total payments after adjustment 
for farm families. It is possible that the estimated farm receipts may be too high. 


The total of old age payments and old age assistance according to personal 
income estimates was $671 million. The receipts reported by the non-farm 
population on the census were $500 million. The census income estimates exclude 
174,000 persons aged 70 and over. The estimated pension receipts of this population 
would be $110 million. The census estimate is thus 89 per cent of the adjusted 
National Accounts estimate. Some of the old age assistance payments to the 
population aged 65 to 69 would be paid to persons resident on farms or in 
institutions and it is not possible to estimate the amount of such payments to this 
population. Some of the pension payments would have been made to persons who 
died during the year preceding the census; such payments would probably amount 
to a minimum of $20 million. ‘ 


In summary, aggregate family allowance and old age pension receipts in the 
census agree closely with the official statistics on payments. These are regular 
receipts payable in a fixed amount. Respondents have little difficulty in recalling 
the amount received and so reporting is accurate. 


Comparisons of the aggregate receipts of other transfer payments indicate 
greater discrepancies between census and National Accounts estimates. The 
personal income estimate is $1,082 million, some of which may consist of 
government expenditures on behalf of persons rather than direct payments to 
persons. There is no information on the amount of such payments. Further, some 
of these transfer payments would accrue to the farm population and to population 
resident in institutions or collective dwellings. The amount of such payments 
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cannot be estimated. Census estimates of all the transfer payments receipts was 
$497 million or 49 per cent of the relevant National Accounts total. 


For all transfer payments (exclusive of pensions to government employees) 
the census aggregate of $1,434 million is 69.5 per cent of the adjusted personal 
income total of $2,066 million. 


Retirement Pensions and Miscellaneous Income 


Census statistics asked respondents to report all receipts of pensions from 
former employers while personal income only measures pension payments to 
retired government employees. The aggregate pension income reported on the 
census was $261 million. The amount of pensions paid to retired government 
employees according to the National Accounts was $117 million. 


Income from roomers and boarders was reported under miscellaneous income 
on the questionnaire. Respondents were also asked to include alimony, annuities 
and other sources of income such as periodic contributions for support from 
persons who do not reside in the same household. The amount of miscellaneous 
income reported on the census was $151 million; the estimated amount of net 
income from roomers and boarders was $205 million. This suggests that there may 
not have been satisfactory reporting of small, miscellaneous income receipts on the 
census. 
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EVALUATION OF INCOME DATA 


1. Errors and Biasses in Census Income Statistics 


Statistics collected through sample Surveys or censuses usually contain 
errors or biasses for a variety of reasons. Where data are collected from a 
sample rather than the complete universe the resulting estimates are subject to 
sampling variability. The statistics collected are also subject to response errors and 
may contain processing errors. 


The census income statistics were collected from a 20 per cent sample of 
non-farm households. In enumerating the census, enumerators were instructed to 
list all households in their enumeration areas in sequence as they were found; the 
starting point for enumeration of an area was specified in advance. Each fifth 
household starting with the third household listed was designated as a sample 
household; each person aged 15 and over in non-farm households was asked to 
answer questions on migration and, in non-farm households, to complete an income 
questionnaire. 


In total, 2,330,159 persons aged 15 and over resided in sample households; 
the number of sample questionnaires returned was 2,252,600. For the sample 
questionnaire, if no questionnaires were returned individuals were not forced to 
complete the information, unlike the main questionnaire for which enumeration was 
compulsory. Of the sample questionnaires returned, 35,734 questionnaires could 
not be matched to the main census documents while 8,009 questionnaires were 
duplicates so that approximately 2,200,000 sample questionnaires were collected. 
For some 200,000 persons some or all of the income data were assigned because 
questionnaires were incomplete. In summary, for 3.3 per cent of the 20 per cent 
sample, questionnaires were not obtained, and for 1.9 per cent of the sample, 
questionnaires could not be used so that for five per cent of the sample there were 
no questionnaires. Assignments of income were made for these cases as well as for 
persons returning blank or incomplete questionnaires. In total, complete or partial 
assignment was necessary for 11 per cent of the original sample. 


A follow-up was made in the Province of Quebec in a number of enumeration 
areas where substantial numbers of sample questionnaires were not returned to 
determine why questionnaires had not been collected. Experienced labour force 
survey enumerators were used to visit households and interview household members 
as to why their questionnaires were missing. In nearly 60 per cent of cases the 
reasons for non-completion of questionnaires were enumerator negligence and 
enumerator misunderstanding of instructions. The income questionnaire was a 
drop-off questionnaire for self-enumeration, enumerators to return to collect 
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the questionnaires later. The follow-up showed that in many instances enumerators 
left questionnaires but did not return for them or neglected to distribute 
questionnaires. Misunderstanding occurred because some enumerators did not 
follow the instruction that the questionnaires were to be completed by all persons 
whether or not they had an income and thus neglected to obtain questionnaires 
from some members of the household such as wives and children who were students. 
In only 10 per cent of cases had the respondents refused to answer the questions; 
the other 30 per cent of questionnaires were not returned because householders 
were absent, ill, had language difficulties, had moved, and so forth. 

For incomplete income records assignments, computer assignments were made 
using selected characteristics for assigning. If the individual did not work during the 
year it was assumed there was no employment income and only unearned income 
was assigned using the last completed record of a person of the same sex with no 
employment record. For members of the labour force the assignment was made 
from the previous record processed of persons who were of the same sex and 
occupational category. An examination was made of a sample of records which 
required assignment. The majority of these consisted of questionnaires of 
housewives and children still attending school and in the majority of cases these 
were assigned zero incomes. The examination suggested that these were not refusals 
but cases where no income was received and where respondents probably 
considered that it was not necessary for them to complete the questionnaires. Thus, 
of the 11 per cent of whom incomes were assigned, a positive amount of income 
was assigned for only less than half of the cases. A major reason, then, for blank 
questionnaires and the non-return of questionnaires appeared to be an impression 
that, where no income was received, nothing had to be reported. 


Response Errors 


Completion of a questionnaire is no assurance that data are reliably reported. 
Respondents may report receipts inaccurately, may not report all receipts of 
income or may include as income cash flows which are not, in fact, income. If data 
are reported from memory rather than from records, receipts may be estimated or 
small receipts may be overlooked. In some cases replies may have been provided by 
persons other than the person for whom the questionnaire was intended. 
Enumerators were instructed that on the sample questionnaire respondents were to 


complete all questions on income by self-enumeration. One question, that of wages | 


and salaries, also appeared on the main census questionnaire which was completed 
by the enumerator. It is probable that the wage and salary data on the main 
questionnaire were often secured from secondary sources rather than the person 


directly concerned, and the intention was that on the sample there should be direct — 


reporting to improve accuracy and, as a subsidiary purpose, to compare answers 
obtained for the same questions where enumerating techniques were varied. A 
substantial proportion of enumerators disregarded instructions and transcribed the | 


wages and salaries reported from the main questionnaire to the sample so that | 


respondents were only asked to complete the remaining questions. 
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’ Editing experience suggested that in some instances over-statements of 
earnings occurred as well as under-statements. Some workers, for example, entered 
earnings under wages and salaries as well as net income from self-employment. 
Where entries were identical it was assumed that one of the entries was incorrect 
and the entry that did not agree with the class of worker status was edited out. 
Where entries differed the entries were left in, although it appeared in some cases 
that gross wages and salaries were reported under wages and salaries and net wages 
and salaries were reported under net earnings from self-employment. Among the 
self-employed there was evidence to suggest that some self-employed reported gross 
revenue from their business rather than net income. Entries reported were not 
accepted in some cases where the amount reported, the nature of business and the 
locality were such that it was unlikely that the amount reported was net income. 
Special tabulations from taxation statistics by locality were used as the basis of 
editing decisions. However, editing checks were only made on large entries so that it 
is possible that gross receipts may have been reported for smaller businesses and not 
detected. These errors may be partial explanations as to why the census produced a 
much higher estimate of net income from self-employment than the National 
Accounts estimate. The previous section on the reconciliation of the census statistics 
and the National Accounts has already commented upon the misclassification of the 
income sources of the proprietors of private corporations as another possible reason 
for a high estimate of incomes from self-employment. 


Comparisons of the number of persons with incomes above $10,000 with 
taxation statistics for the years 1960 and 1961 shows that the census estimate of 
the number of persons with incomes above $10,000 is higher than the number of 
taxpayers with incomes above this level. Some of this difference may be accounted 
for by the broader definition of income on the census but some of the difference 
may result from an overstatement of earnings on the census. An examination is 
being carried out of the effect of conceptual differences on the estimated numbers 
but results are not yet available. 


Income tax statistics classify taxpayers by major source of income rather than 
by occupation. If census statistics by major source of income are compared to 
taxation statistics for 1960 and 1961 for incomes above $10,000 the estimated 


numbers were as follows. 


Taxation statistics and the census show considerable agreement on the 
number of individuals whose income originates in investments and pensions and 
show the widest discrepancies in the category of employees. Conceptual differences 
in the definition of income are unlikely to account for the substantial differences 
shown above, which suggest that reporting errors may have led to an oversstale ment 
of the number of high incomes. A comparison of the aggregate incomes of 
individuals with incomes above $10,000 is given in Table C.2. 
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TABLE C.1—Number of Persons with Incomes of $10,000 and Over According to 
Census and Taxation Statistics, by Major Source, 1960 and 1961 


Taxation statistics 


Census 


Major source ise 
es 4 statistics 


Wages and salaries 125,971 
51,386 


Investments and pensions 14,714 


Pee a ne ene ett OTe es 192,071 | 138,553 |156,674 


SOURCE: Census Statistics from DBS, 1961 Census of Canada, Incomes of Individuals (Cat. 
No. 98-501); taxation statistics from Taxation Statistics 1962 and Taxation Statistics 1963. 


e) aie 6) oie! [ee e-1eV len oo 8) eile 65,6, 1 16) “60. 0 V0) oe ye: 


Net income from self employment 


O//8) OO Ope OO Ke Oy lene Sylar © e- © (6, eeu « 


TABLE C.2—Aggregate Income Reported by Individuals with Incomes of $10,000 and Over 
According to Census and Taxation Statistics, by Major Source, 1960 and 1961 


Census 
statistics 


Taxation statistics 


Major source 


$000,000 


Wages andi salaries y. s2) cet euctucwie1 ol ccikorsstehiene, (ol seh oinii-iiekel one) = 2,054 

Net income from self-employment .........-.++-+ee8 931 

Investments and pensions... .......2--20eee eres 299 
Totals; ...< 1. acacacdes suqiomomsnid snore vomaueeicds IeSol Rok ttene 


SOURCE: Unpubusned statistics from 1961 Census of Canada, Taxation Statistics 1 962 
and Taxation Statistics 1963. 


Of the $3,300 million of income reported on the Census, only $74 million 
consisted of transfer payments and other income that might not be reported on tax 
returns. The evidence then is on the side of an over-statement of income on the 
census for this income group. On surveys and censuses the usual experience is that 
over-all under-reporting is a more normal feature of the statistics collected and 
undoubtedly some respondents under-reported incomes. However, it is not possible 
to reach conclusions as to the net effect. A more intensive comparison of taxation 
and census data is being carried out in connection with a project to estimate 
aggregate income by small areas and from this more definite conclusions as to the 
accuracy of the census data may emerge. 


2. Surveys of Consumer Finances 


The family income data analyzed in Chapters Ten and Eleven on income 
trends during the 1950s and income inequality were collected on the DBS Surveys 
of Consumer Finances which have been carried out periodically since 1952. These 
surveys are primarily designed to collect financial and related data on families and 
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individuals. Some of the surveys have been carried out in conjunction with the 
labour force surveys and have collected income data from sub-samples of labour 
force households. Other surveys that have collected data Or consumer balance 
sheets as well as income have been separate samples selected within the labour force 


sampling framework (described in “The Canadian Labour Force Survey”, Canadian 
Statistical Review, April 1962). 


For Chapters Ten and Eleven the analysis was restricted to data collected only 
on those surveys taken in conjunction with the labour force, the surveys which 
collected annual income for the years 1951, 1954, 1957, 1959 and 1961. These 
surveys consisted of larger samples than the other surveys and provided more data 
comparable to census statistics than did the other surveys. The income questions 
were comparable to those on the census and the method of enumeration was also 
similar; each individual aged 14 and over was asked to complete a questionnaire on 
sources of income by self-enumeration. Enumerators were instructed to leave 
questionnaires and to return to pick up the questionnaires after they were 
completed. A more detailed description of the survey methodology and the 
questionnaires may be found on the Survey reports. A special publication of 
historical data for the years 1951 to 1965 will be published in 1968. This report 
will contain the statistical series used in this monograph along with further data. 


The surveys were also restricted to the non-farm population although the 
definition of non-farm was based upon the major source of income rather than 
upon the place of residence. The surveys thus exclude fewer family units than the 
census statistics. The number of family units for whom complete income data were 
collected was: 1951, 5,600; 1954, 6,500; 1957, 7,700; 1959, 8,700; and 1961, 
10,500. 

The 1961 statistics are for the calendar year 1961 and so partially overlap the 
time period covered by the 1961 Census which collected incomes for the 12 
months preceding the Census of June 1, 1961. For all trend comparisons, the 
survey statistics were used rather than the census because of the comparability of 
sampling procedures, coding and editing procedures, and sample size. 


Evaluation of Survey Data 


Although the concepts on the surveys are comparable to the census, 
inconsistencies between survey and census data may exist as a result of other 
factors. The surveys have very small samples as compared with the census which 
had a sample of 900,000 family units or a sample which was nearly 100 times the 
size of the 1961 survey sample and more than 100 times the size of the earlier 
survey samples. Sampling variability would be much greater in the survey data than 
in the census. The representation of very high incomes has not been as satisfactory 
in the surveys as in the census. This is not the result of defects in the survey 
design but rather the result of the small numbers with high incomes so that an he 
sample may not pick them up satisfactorily. The existing sampling frame sit no 
make it possible to over-sample high income groups. The surveys usually have been 
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representative of incomes up to $50,000; some surveys have contained samples of 
incomes above this level but some have not. In 1961, taxation statistics show that 
although numerically very small these taxpayers received some $300 million in 
income. Response rates have been lower on the surveys than on the census and no 
assignment is made for non-response. On the 1961 survey the over-all response rate 
was 80 per cent, the refusal rate was 12 per cent and eight per cent of the sample 
did not supply data because of illness, absence from residence and so forth. An 
analysis of the characteristics of non-respondents suggests that their income levels 
may not differ significantly from that of respondents. More difficulty is 
experienced in enumerating unattached individuals, the older age groups, tenants 
and boarders, and the self-employed than other categories of individuals and 
families but under-representation of some of these characteristics is compensated 
for in the weighting of the sample as some of these characteristics are used as 
weights. 


On the positive side, the surveys are carried out by highly trained 
enumerators, instructions are given in much greater detail and respondents are 
probably given more thorough explanations as to the survey concepts. All schedules 
receive intensive editing and the kind of inconsistencies that occurred on the census 
schedules are likely to result in a rejection of the schedules. For example, on the 
surveys there has been little evidence of double reporting of earnings or an 
over-reporting of income from self-employment. 


In publishing the results of these surveys the usual procedure is to only 
publish cross-sectional data showing percentage distributions, average and median 
incomes rather than number of families and actual aggregates. Because of the sample 
size and because no annual data exist on the number of economic families by 
characteristics for weighting purposes it is felt that the weighted numbers of 
families by characteristics such as family size, age of head and so forth might not be 
reliable enough to publish. However, an examination of the characteristics of the 
successive samples suggests that there is great stability of characteristics from survey 
to survey. The distribution of these characteristics in the 1961 survey sample was 
also similar to the census distributions. 


Although survey data as such are not published in the aggregate, for each of 
the survey years an income distribution of the incomes of families and unattached 
individuals based upon the survey and income tax statistics has been estimated and 
published showing the number of family units and the distribution of aggregate 
income by income groups. The taxation data have been primarily used to improve 
the estimates of the aggregate income accruing to upper income groups, the relative 
distribution of family units by income groups after adjustment show little change as 
compared to unadjusted survey data. With improvements in the sample design 
through time the adjustment with taxation data has less effect upon the estimated 
distribution of aggregate income by income groups than in earlier years. The income 
shares of families and unattached individuals by quintiles on an unadjusted and 
adjusted basis are summarized in Table C.3. 
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TABLE C.3—Distribution of Income of Families and Unattached 
Individuals Among Quintiles, 1961 


Survey 
estimates 


p.c. 


Survey estimates, 
tax adjusted 


Income quintile 


Lowest quintile 
Secondiquintileys: jrw.s. ks time, comet. & Careiaee: tes 
Stra MO UNC hv acts st Pons WiTA as 0, ecteaizicsice cone, ai-s¥ 6 
RO UEENECUIN TLC Bete te taled ce \"oue iol a stopede cues seciers 
Highest quintile 
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SOURCE: Unpublished data from Surveys of Consumer Finances. 
Table C.4 shows the share of the highest quintile on an unadjusted and 
adjusted basis for earlier years. 


TABLE C.4—Incame Shares of Top Quintile of Families and Unattached individuals, 
Selected Years 1951-1959 


Survey Survey estimates, 
estimates tax adjusted 


SOURCE: Unpublished data from Surveys of Consumer Finances. 


Adjustments with taxation statistics, then, do not alter significantly the 
estimated distribution of income among quintiles, although the shares of the top 
quintile rise somewhat when adjustments are made for the possible under-coverage 
of high incomes. 


3. Comparability of Survey and Census Statistics 


Tables C.5 and C.6 compare the family income distributions obtained on the 
1961 Census and the 1961 Survey of Consumer Finances and the average and 
median family incomes for selected characteristics. In general, median incomes 
agree more closely than do mean incomes which are almost invariably lower on the 
1961 survey than on the census. On the whole, if the sampling variability had been 
the same, on both series the results from the two sources should probably have 
shown very similar results. The 1961 survey data referred to the calendar year while 
the census data are for the 12 months preceding June 1, 1961. Since peek oe 
rising during this period the levels of income for the majority of families shou 


B53 


APPENDIX C 


have been higher during the survey period than during the census. However, the 
theoretical coverage of the surveys is greater than the coverage of the census. The 
survey included family units resident in large lodging houses and other institutions 
which were excluded from the census and also covered a greater proportion of rural 
population because farm families were more restrictively defined. Families included 
on surveys but excluded on the census would have lower levels of incomes than 
families in both universes. The theoretical net effect of the differences in time 
periods and universes should possibly have been a somewhat higher level of incomes 
on the surveys but not significantly so. 


TABLE C.5—Percentage Distribution of Families and Family Income 
by Size of Income, 1961 Survey and 1961 Census 


1961 
Income group | Survey 
families 
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SOURCE: DBS, 1961 Census of Canada Family Incomes (Cat. No. 98-503) and Economic 
Families Cat. No. 98-524). 


‘ 


In fact, as the tables show, the majority of medians either agreed or 
differences were such that they could be accounted for by the greater sampling 
errors inherent in the survey data. On the characteristics examined in these tables, 
for example, survey medians in most cases were nearly identical with the census or 
somewhat lower. The census medians were, at most, three per cent higher than the 
surveys. Where larger differences exist in medians, for example, in the median 
incomes of families with heads aged 65 and over or of families in the Prairie 
Provinces, differences in coverage may be partially responsible rather than sampling 
errors. Average incomes showed much greater differences but these may be 
exaggerated. As pointed out previously, some over-reporting of earned income may 
have occurred on the census but there was no evidence that this occurred on the 
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survey. Some of the discrepancy in the average incomes, then, may reflect some 
over-estimation of high incomes on the census. 


Income shares by quintiles show similar results from both the survey and the 
census for families and unattached individuals combined but not for families 
separately. For families and unattached individuals combined on the census the 
share of the bottom quintile was just over four per cent and the top quintile 
somewhere between 43.5 and 44.0. The similar survey figures are 4.2 and 41.1. The 
census statistics on family income show a more unequal distribution than family 
data. The Gini ratios for the distribution of family income calculated from census 
data was .346 and from survey data was .310. The quintile share of the upper 
quintile may be too high in census statistics in view of the probable over-estimation 
of high incomes and this may result in a higher ratio. 


The survey data, then, for the successive years may satisfactorily reflect the 
income trends through time. 


TABLE C.6—Average and Median Incomes by Selected Family Characteristics, 
1961 Survey and 1961 Census 


1961 Survey 1961 Census 
Item 
Average | Median 
$ 
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SOURCE: DBS Distribution of Non-Farm Incomes in Canada by Size 1961 (Cat. No. 13- 
521) and 1961 Census of Canada Economic Families (Cat. No. 98-524). 


4. Constant Dollars Estimates and Quintile Tabulations 


The statistics in Chapters Ten and Eleven on the income distribution of sane: 
units in constant dollars and quintiles are the survey data not adjusted by taxation 
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statistics. The constant dollar series and the income distributions by quintiles were 
obtained by retabulating data obtained on the surveys for the specified years. For 
constant dollar estimates the consumer price index was used to estimate 
what equivalent incomes would be in 1961 dollars and the estimated ranges were 
used to re-run earlier survey data. For the years under consideration, the consumer 
price indexes as a ratio of the 1961 level were .88 in 1951, .90 in 1954, .94 in 
1957 and .98 in 1959. This means, for example, that in 1951 incomes between 
$3,520 and $4,400 were considered to be the equivalent of an income of $4,000 to 
$5,000 in 1961, and this was the range used to approximate the 1961 $4,000 to 
$5,000 range. Such ranges were estimated for each income group used for each 
year re-tabulated. 


The quintile tables were prepared by ranking incomes from the lowest to the 
highest and dividing the distribution into five equal groups of family units. Some 
problems exist in the quintile distribution of the lowest quintiles of unattached 
individuals. Because of the substantial numbers of pensioners who have no income 
other than the pension, a division by quintiles tends to result in a division of 
pensioners with identical incomes between the first and second quintiles. In 1961, 
for example, the pension was $660 per annum and, if all pensioners with only this 
for an income had been allocated to the bottom quintile, then more than 20 per 
cent would have incomes below this level. Because of the flat rate benefit receipts, 
the older population has an income distribution that bunches at the amount of the 
annual payment rather than a more normally shaped distribution. 


5. Estimates of Tax Incidence 


The income statistics used in Chapter Eleven to analyze the redistributive 
effect on incomes of government policy are the income distributions which are 
estimated from survey data adjusted by income tax statistics for undercoverage of 
high incomes. The estimates on tax incidence have not been published previously 
but were developed for purposes of this monograph. 


Income taxes in Canada are levied on individual tax returns as there are no 
joint filing provisions. Income taxes for the selected years were first assigned to the 
individual income distribution by size of individual income. For éach year, survey 
data were available on individual incomes by size; these were adjusted by taxation 
data for undercoverage of upper incomes. Survey and taxation data by size of 
income are available on a reasonably comparable basis; the main differences are that 
transfer payments are largely non-taxable and not reported on tax returns. 


Cross-classifications were available from the survey on the distribution of 
individual incomes by size, by the size of family income. These relationships were 
used to allocate aggregate taxes paid by individuals to the appropriate family 
income level. 
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1961 CENSUS MONOGRAPHS 
DOMINION BUREAU OF STATISTICS 
OTTAWA, CANADA 


INCOMES OF CANADIANS 
Jenny R. Podoluk 


URBAN DEVELOPMENT IN CANADA 
Leroy O. Stone 


TRENDS IN CANADIAN MARKETING 
M.S. Moyer and G. Snyder 


TRENDS AND FACTORS OF FERTILITY IN CANADA 
Jacques Henripin 


LABOUR FORCE STUDIES 


The following by Frank T. Denton and Sylvia Ostry 


Historical Estimates of the Canadian Labour Force 
Working-Life Tables for Canadian Males 
The following by Sylvia Ostry 
The Occupational Composition of the Canadian Labour Force 
Provincial Differences in Labour Force Participation 
Unemployment in Canada 
The Female Worker in Canada 


Geographic Composition of the Canadian Labour Force 


The above are the first studies to be published of the Census Monograph Programme 

and are expected to be available intermittently, in separate English and French 

editions, from the Queen’s Printer and the Dominion Bureau of Statistics (Publica- 

tions Distribution Unit) during 1968 and 1969. The list will be augmented as work 
on other studies progresses. 
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